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Prospects for Closing the Dollar Gap 


BY AUGUS1 


MAFFRY 


Dr. Maffry holds out an encouraging prospect of a long-run expansion in 
‘ie world dollar supply due mainly to an expanding U.S. demand for raw 


materials. 


At the same time, he warns us not to expect too much in the 


short run from such factors as a lowering of American tariffs or American 
nvestment abroad. The following are extracts from the concluding passages 
of Dr. Maffry’s article 


TieRE can be no doubt that the 
persistence of the dollar gap during 
he post-war period is to be attri- 
huted more to inflation-fed demands 
than to deficiency of supply, for the 
upply of dollars has been on a high 
ind rising scale (economic aid to 
Europe alone in 1952/3 is $1,300 
million, and military aid $4,200 
millon). 

The simple fact is that foreign 
countries collectively have not lived 
vithin their aggregate dollar income, 
r, more accurately, have used up 
he norma! supply of doliars plus 
in. extraordinary addition in the 
form of U.S. Government assistance 
ind still failed to meet the demand 
‘enerated by inflated national in- 
omes. Whatever the supply. there- 
ore, the demand must be kept in 
neck by appropriate monetary and 
fiscal measures or. this failing, by 
direct controls. 

There are many reasons for this 
state of affairs—requirements of re- 
construction, full employment and 
easy-money policies, lax administra- 
ion of revenue laws, and undue 


rehance on direct controls. The 


From “ Prospects for Closing the Dollar Gap.” Lloyds 
October, 


examples of countries which have by 
orthodox fiscal and monetary 
measures reduced or eliminated in- 
flationary forces, and thereby re- 
duced the demand for dollars, are 
instructive and heartening. These 
examples have demonstrated that 
internal mionetary stability and equi- 
librium in the balance of payments 
are inseparable. 


Stabilization Loans 


In principle, the closing or pros- 
pective closing of the dollar gap sets 
the stage for stabilization operations 
in the form of dollar loans or lines 
of credit to selected countries. If in 
the form of loans, these operations 
would serve actually to augment 
monetary reserves and. if in the 
form of lines of credit. wou'd give 
access to additional reserves in case 
of need. They would tn either case 
serve. by restoring and increasing 
confidence in non-dollar currencies, 
to consolidate a newly-won equili- 
brium in the international payments 
of foreign countries. It is in the 
nature of genuine stabilization loans 


Bank Review, London, 
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or credits that, if they are expected 
io be used, they cannot be justified, 
while, if they are not expected to be 
used, they are needed only as show 

ieces to restore and maintain con- 
fidence. 

Tire basic purposes of stabilization 
operations which might be under- 
taken by the United States directly 
or through one of the international 
institutions of which it is a member 
are the same as those of closing the 
dollar gap. The fundamental! purpose 
is freer trade through the removal of 
trade and exchange resir.ctions and 
through the free convertibility of 
currencies. 

It may be taken as certain that 
stabilization operations to which the 
United States is a party would be- 
come practical possibilities only if 
these desiderata constitute the con- 
sideration for American assistance. 
In other words, the actual relaxation 
of trade restrictions and converti- 
bility would have to precede or 
accompany the undertaking of 
stabilization operations. The mere 
prospect of achieving these goals 
would not be enough. 


Fund and Bank Ruled Out 

Stabilization operations of a multi- 
lateral character are presumably not 
in question except to the extent that 
the International! Monetary Fund 
with its existing resources may be 
considered to provide such a facility. 
It would be the duty and avowed 
purpose of the Fund to make its 
resources available, always with 
limitations, in support of the cur- 
rency of a member undertaking to 
relax exchange restrictions or to 
restore convertibility. 

However, while the Fund’s exist- 
ing resources, under the statutory 
and conventional limitations on their 
use, might suffice for stabilization 
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operations involving minor curren- 
cies, they would scarcely meet the 
need in the case of a major currericy 
such as sterling. Those who enys- 
age stabilization operations as the 
climax of post-war international 
monetary reconstruction must think, 
therefore, in terms of large-scale 
operations outside the Fund directed 
towards the stabilization of ke, 
currencies, with sterling in first ran! 
of importance. 

If, from this point of view, the 
facilities of the Fund are ruled out 
as probably inadequate, there rema'n 
the possibilities, first, of using the 
existing facilities of the Internationa! 
Bank or the Export-Import Bank or, 
second, of obtaining new Congres- 
sional legislation specifically author 
izing stabilization operations. These 
possibilities will be examined i: 
turn. 

The International Bank has clear 
authority to make stabilization loans 
thanks to an interpretation stipulated 
by the American Congress in its ap- 
proval of the Bretton Woods agree 
ments. | Whether the Internationa! 
Bank would undertake large-scale 
Stabilization operations is, neverthe 
less, seriously open to question. Th: 
Bank has used up its loanable paid 
in resources and would be obliged 
to obtain large sums in the private 
market in order to make stabilization 
loans. 


Furthermore, the Internationa! 
Bank has become, since the close of 
the reconstruction phase of its opera- 
tions in 1947, exclusively an inter- 


national development bank. All of 
its efforts are directed towards 
development objectives, and its 


borrowing capacity in the private 
market is undoubtedly reserved in 
the minds of its officials and princi- 
pal sponsors for long-range develop- 
ment financing. 
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port-Import Bank 

Che Export-Import Bank, on the 
ther hand, could much more 
readily contemplate a_ stabilization 
redit to, for example, the United 
Kingdom. Its powers are adequate 
and its uncommitted resources quite 
large, while the scope of its functions 
s more and more circumscribed by 
the broadened activities of the Inter- 
national Bank in the development 
tield and by other circumstances. In 
view of the evident confidence re- 
posed in the Bank by members of 
Congress of both major parties, it 
would no doubt be possible for the 
Export-Import Bank, if it should be 
necessary or desirable, to obtain 
from Congress specific authority to 
extend a large stabilization credit to 
the United Kingdom or even to ob- 
iain an increase in its lending 
authority for this purpose. 


Second British Loan? 

As regards stabilization operations 
under new legislation, there is, of 
course, the possibility of a “ second 
British loan”; but, under the cir- 
cumstances attending the first loan, 
it is difficult to believe that this 1s 
more than a _ remote possibility. 
There would be a much _ better 
chance of obtaining authority from 
Congress, as a part of the annual 
legislation avthorizing foreign aid, 
to use some of the authorized funds 
for stabilization operations. This has 
been strongly urged in fact by one 
of the leading American business 
organizations. 

The authority given in foreign aid 
legislation in recent years to allocate 
funds to a European payments 
scheme constitutes a precedent of a 
sort. At any rate. if a stabilization 
operation becomes practical politics, 
itis more than probable that authori- 
vation of this kind would be sought 
rather than separate legislation 
vuthorizing a stabilization loan. 
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There remains the possibility of 
raising the dollar price of gold in 
order to increase the dollar value of 
the gold reserves of foreign coun- 
tries and thereby assist them in 
stabilizing their currencies. 

An increase in the dollar price of 
gold would require action by the 
American Congress. The Executive 
is clearly not disposed to recommend 
an increase, however. On the con- 
trary, there is vigorous opposition to 
the idea, and there is every indica- 
tion that Congress would not ap- 
prove a change even if the Executive 
were to recommend it. | See Econo- 
mic Digest, September 1952, p. 407, 
for a discussion of this point. | 

If stabilization operations are 
contemplated, therefore, other means 
of augmeitting the monetary re- 
sources of foreign countries will 
undoubtedly be considered more 
effective and cheaper. 

It is worth repeating that stabili- 
zation operations to which the 
United States is a party will not be- 
come feasible unless the dollar gap 
is effectively closed, in the instance 
of either the individual foreign 
couniry or of any group of countries. 
Countries which tend to run short 
of dollars have open to them a num- 
ber of possibilities, more or less 
promising. of increasing their re- 
ceipts of dollars. It is to mutual 
advantage that none should remain 
unexploited. Aggressive sales efforts 
in the American market can yield 
results, as many post-war examples 
demonstrate. But in the last analysis 
the great hope of closing the dollar 
gap lies in the continued expansion 
of the U.S. econoiny and in the 
growing demand there for foreign 
maieria's, manufactures and services. 
Any country willing to keep the 
demand for dollars within bounds by 
appropr.ate monetary measures has 
time on its side in closing its own 
dotlar gap. 








sO4 


a 


BY PROFESSOR A. K. C 


At the International Econemic Con- 
ference in Moscow last April I had 
many discuss.ons with Soviet eco- 
nomists. I should have liked a'so 
to talk with some of the officials of 
Gosplan—the State Planning De- 
partment —but my efforts to arrange 
this were unsuccessful. 

My conversations with Soviet 
economists were a great deal less 
iluminating than I had hoped. The 
questions that I thought important 
seemed hardly to have occurred to 
them. They struck me noi as men 
with practical experience of the 
planning of a great country but as 
rather academic. Very few of them 
had any first-hand acquatntance 
with the work of western economists 
in the past half century. 


Who Controls Capital Expenditure? 

One thing that ! was anxious to 
discuss was how capital expenditur 
was controlled. What discretion 
was enjoyed by the factory or the 
municipality and what had to be 
decided at the centre? Could a 
town decide to change over from 
trams to tro!ley-buses without secur- 
ing the agreement of Gosplan? 
Could a factory expand its premises, 
out of accumulaied funds and _ per- 
haps with its own labour, without 
getting the capital expenditure inclu- 
ded in the five-year plan? How was 
the finance of the programme of 


From “ How Does che 





Face to Face with Soviet Economists 


AIRNCROSS (GLASGOW) 


capital expenditure  co-ordinat 
with other elements in the plan’ 

Second, what of consumpt:on 
Were family budgets collected an 
trends in consumption analysed o1 
were Gallup polls undertaken | 
test consumer preferences? Wa 
production tailored to the consu 
mers’ requirements or were thos: 
requirements squeezed into _ the 
shape of current output by pricc 
changes, shop shortages, and so on 

Finally, how rigid was the five 
year plan? How often did it alte: 
and how was it altered? Who too} 
the initiative in altering it? Whi 
took the knock if things went 
wrong? Something had to “ give’ 
if there was a muddle. Under 
capitalism, it was employment that 
suffered; what was it under the five- 
year plan? 

And if we were to be told that 
there never was a muddle, we should 
know that there was in effect no plai 
either, economic planning being 1 
practice an endless battle with 
change and the muddle that arises 
out of change. 


Answer—a Slogan 


Questions of this sort were gener- 
ally met either with a circumstantial 
textbook accouit of planning pro- 
cedure or with slogans. The firs! 
might do service in the lecture room 
but smacked too much of ceremony 


Soviet Economie System Work?”, The Listener, London 


Octoher 23, 1952 
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ind too little of the real thing for 
: old hand at the game to be much 
pressed. The slogans were 
equally ** uninformative but were 
.ooner exhausted. Three recurred: 
is planned’ (or ‘it’s in’ the 
plan’); ‘this is a developing eco- 
iomy *; and ‘ everything is taken into 
iccount’. 


We were naturally asked many 
questions ourselves. The younger 
men — the interpreters — generally 
isked political questions: What did 
the British think of the Americans? 
What attitude did Britain take to- 
wards a United Europe? How did 
people feel about the rearmament of 
Germany? 


The professional economists asked 
ibout Britain’s economic situation. 
\t a round-table discussion they 
showed a special interest in the 
British balance of payments and 
what Britain was likely to do, apart 
from import cuts, to improve it. Had 
devaluation been of any help? What 
about the export of capital to 
the tune of  £700,000,000 to 
t800,000,000 since the end of the 
war? Would increased trade with 
the east solve Britain’s trade difficul- 
ties? 

In answering this latter question, 
| laid emphasis on the indirect gain 
to Britain from any extension in the 
irea of trade both as a contribution 
to relieving the pressure of dollar 
shortage and as a means of soften- 
ng the force of Japanese and Ger- 
man competition. I pointed out, 
however, that British trade with the 
‘ast Was relatively insignificant in 
amount. 


This surprised the Soviet econo- 


mists, who appeared to think that 


British trade with China, at least, 
was of considerable dimensions (in- 
stead of less than one per cent of 
our total). Even when the meeting 
was over they reverted to the sub- 
ject asking us to make sure that we 
had not formed a mistaken impres- 
sion based on wrong figures. 


Other questions put to us related 
to the control exercised in Britain 
over private enterprise and to the 
possibility of reducing profits. One 
Russian—a man of obvious intelli- 
gence and wide experience—inter- 
rupted me when I was discussing the 
problem of securing a satisfactory 
link between the laboratory and the 
production line, to say that under 
capitalism, economic development 
was naturally controlled by private 
profit. 


He seemed a good deal surprised 

and it was one of the few occa- 
sions on which I saw a Soviet eco- 
nomist register real interest—when 
I told him that, on the average, fif- 
teen shillings in the pound of the 
profits made by a firm in British in- 
dustry went to the Government, and 
that I should be very happy to think 
that profit incentives now exercised 
any real influence on the pace and 
direction of economic development 
in the United Kingdom. I suggested 
to him that British firms had far less 
interest in the making of a large 
profit than had the British Govern- 
ment. 


(Articles on the working of the 
Soviet totally-planned economy ap- 
peared in Economic Digest for July. 
1952, p. 306, and for August, 1952, 
p. 364.) 











Rising U.S. Costs and the Dollar Gap 


BY PER JACOBSSON 


* Attainment of a proper balance will be possible only if the United Stat: 
pursues a moderate tar/ff policy” 


iN order to earn dollars, European 
exporters have to sett their goods 
directly to the United States and 
they have also to compete with 
American manufacturers in_ third 
markeis (e.g. in Canada or Latin 
American countries). In either case 
the relative costs of production of 
European or American goods will 
then be a major consideration. 

In an article by Keynes (Economic 
Journal, London, June, 1946) the 
suggestion Was made that a return to 
balanced trade would be greatly 
facilitated by a rise in costs in the 
United States. Before the increase in 
wages which followed the settlement 
of the steel conflict. the weekly earn- 
ings of industrial workers were 
already two to three times as high 
in the United States as in Europe (at 
the o-eial rates of exchange). It is 
not easy for technical superiority to 
offset so great a difference in wage- 
costs and there is, in fact, growing 
evidence that, in a number of mar- 
kets, European manufacturers are 
fully able to compete with their 
American opposite numbers as far 
as prices are concerned. 


U.S. Self-Suffictent? 

It is sometimes said that the 
United States is not in great need of 
imports, whereas the rest of the 
world, and especially Europe. cannot 
do without the goods exported from 


the United States—and that t 
foreign trade position of the United 
States is, therefore, secure unde: 
almost any circumstances. 

If, however, one looks mor 
closely into the statistics, one find 
that two-thirds of U.S. imports cor 
sist of foodstuffs (including coffe 
and tea) and industrial raw materia! 
(such as tin, rubber and oil). All 
these products are certainly indis 
pensable to the American econom) 
and so are most of the semi-manu 
factures imported (including non 
ferrous metals, wood pulp, gas oil 
and fuel oil, etc.) and such an iten 
among the finished manufactures as 
newsprint, which is mainly imported 
from Canada. 

Excluding newsprint from the list 
of the finished manufactures, the re 
maining items in this group repre 
sented less than & per cent of total 
U.S. imports in 1951]. 

That is very little; it is a sign of 
the great effectiveness of American 
protection as regards ready-made 
articles, the type of export on which 
European countries have to rely for 
most of their foreign-exchange earn- 
ings; but at the same time there is 
every reason to think that’ the 
materials and  semi-manufactures 
accounting for the bulk of U.S. im- 
ports are really badly needed. 

Exports from the United States 
on the other hand, do not all consis! 


From” Two Main Aspects of the Dollar Problem”, Quarterly Review, 
Skandinaviska Banken, Stockholm, October 1952 
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wheat, cotton and tobacco, be- 
veen 65 and 70 per cent being 
iade up of manufactured and semi- 
inufactured articles which to a 
ery great extent could be produced 
the outside world. 


st Danger 


Especially since the second world 
war, European countries have often 

although not always — been be- 
hindhand in technical skill and in 
particular have had to work with 
d-fashioned plant and equipment, 
hile lingering inflation” interfered 
vith delivery dates. These handicaps 
an be overcome, however, and since 
that is liable to happen, it would be 
langerous for the United States, 
especially as regards its exports to 
ihird markets, to allow its own costs 
io mount too quickly. 


Here, as so often in human affairs 

we have a field of action in which 
t is imporiant to avoid extreme 
volutions. While European exporters 
no doubt benefit when American 
costs are rising, it would. be a mis- 
take —-both from an American and 
from a European point of view —f 
\merican competition became im- 
possible, e.g. in the markets of third 
countries: for trade needs the stimu- 
lating influence of the, often  first- 
lass, American products. 

It would seem that the attainment 
f a proper balance will be possible 
miv if the United States pursues a 
moderate tariff policy. Shou'd the 
(.S. authorities seek to shut out 
Furopean goods from the American 
market by the imposition of a high 
tariff, the likelihood is that behind 
ihe tariff wall, costs will rise to such 
in extent that American exports to 
third countries will seriously suffer. 

Very high costs may easily be a 
l'sadvantage even from an internal 


American point of view—and not 
least in overcoming the effects of a 
depression. There are those who 
maintain that the only thing which 
will effectively enable the Americans 
to resist excessive demands from 
their own vested interests is. the 
admittance of imports from abroad 
on payment of moderate tariffs. 


There is an increasing number of 
Americans who realise that it is not 
in the true economic interest of the 
United States to shut itself off from 
the world. And from a general poli- 
tical point of view it is only common 
sense to try to reduce the barriers to 
trade and payments in relation to 
other members of the Mutual 
Defense Organisation. 


The day may come, although it is 
not yet here, when action will once 
again have to be taken against a 
fresh onset of depressive forces 
threatening to impair the capacity of 
the various markets to absorb goods 
and services. But, if first things are 
to be attended to first, it 1s obvious 
that the international monetary sys- 
tem cannot be restored to working 
order until internal balance has been 
secured in the individual countries 
and a fair chance has been given for 
sales of goods and services against 
payment in dollars. 

As these conditions come nearer 
to being fuififled —and considerab'e 
progress has been made in both 
these respects during recent years 
there will be increased reason to 
take whatever steps are possible by 
national and international action to 
strengthen the monetary reserves of 
the ind'vidua! countries; for this can 
then be done without any great 
danger that the additional resources 
obtained will be dissipated by re- 
current deficits in the balance of 
payments. 








Suff Competition in Latin America 


The South and Central American markets are attractive; but Britain 
losing ground to Germany, to the U.S.A.—and to the growing domest 
manufacturers 


BRITAIN has specia! links with the 
important trading area of Latin 
Amer.ca, probably second only to 
its links with the Commonwealih. 
The British built its railways and its 
public utilities, they were the chief 
carriers of its goods, and they pro- 
vided the capital for its economic 
development. Notwithstanding these 
ties, there is a steady deterioration in 
British trade with Latin America. 

The area has a national income of 
$150 per head, as compared with 
$1,400 per head in the U.S., and 
nearly $800 per head in the U.K. 
Because of the high proportion of 
exports to total production, Latin 
American nations have traditionally 
been extremely susceptible to fluctu- 
ations in world trade. In indus- 
trialised nations, exports form only 
a small percentage of total national 
production, but in South America 
exports are a major component, 
varying from about 20-25 per cent 
in Argentina, Braz!l and Chile, to 47 
per cent in Venezuela. 

This dependence on exports is 
aggravated by the fact that they are 
not diversified; the principal pro- 
ducts are wheat and corn, meat, 
wool, cotton, hides, coffee, sugar, 
copper, tin and petroleum, and each 
of the countries relies on one or two 
of these for the bulk of its exports. 

Intra-Latin American trade before 
the war was not of much conse- 
quence. Some of the smaller coun- 
tries were dependent on their bigger 


neighbours bui, as far as the tota! 
value of their trade was concerne 
it was no great loss to the outside 
world. Variations in the strength « 
currencies, and non-convertibility. 
tended to restrict trade, even where 
as raw material producers several 
countries Were competitors. 


Came the War 

One of the most significant eco 
nomic influences in Latin America 
during the war was the impetus 
given to industrialisation by the 
closing or limiting of former sources 
of imports. While the great indus- 
trial powers were vying with one 
another for sales to Latin America. 
there was little opportunity for 
domestic enterprise; but when these 
sources of supply disappeared, loca! 
entrepreneurs not only saw their 
own country as a market but also 
began thinking in terms of the rest 
of Latin America. 

Light industry thus had an un 
rivalled chance to expand, and met 
at home with the success that often 
greets a single seller. These factors 
stimulated the growth of intra- 
regional trade with the result that. 
by 1944, 27 per cent of all Latin 
American imports were from within 
Latin America itself. 

Latin America entered the post- 
war period with several major 
changes in its economic pattern. Its 
importance in world trade had 
grown enormously, there was a large 


From “ Latin America, The Outlook for British Exports,” Credit Insurance 
Association, London, October, 1952 
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insatisfied demand for capital and 
consumer goods, and there were 
huge reserves accumulated during 
ihe war: the ten South American 
-ountries, for example, had seen 
their gold and foreign exchange re- 
serves rise from $944.6 million in 
i941 to $3.174.9 million in 1945, 
mainly as a result of an export sur- 
plus with the United States of almost 
$1,500 million during the five years. 


(ame Inflation 


Large reserves and a shortage of 
goods brought inflation to most of 
the area; between 1939 and 1945 
the official cost of living indexes rose 
by 31 per cent in Argentina, 84 per 
cent in Brazil and 203 per cent in 
Bolivia. Even with inflation, the 
national incomes rose far above pre- 
war levels; a slowly rising living 
standard brought an increase in 
population which, in turn, added to 
national wealth by stimulating con- 
sumption and production. 

Of all the changes, perhaps the 
most important was the acceleration 
of plans for industrialisation. Their 
wartime experiences had made the 
Latin American governments deter- 
mined to reduce their dependence 
upon overseas countries for essential 
goods. By 1947, Latin America had 
already increased industrial produc- 
tion over pre-war levels by about 40 
per cent, agricultural output by 20 
per cent, and mining and petroleum 
by 33 per cent. 

In addition to having the mone- 
‘ary reserves it needed for expan- 
sion, Latin America had other im- 
portant assets. The continent was 
wealthy in natural resources since 
it has over one-fifth of world iron 
ore reserves, possesses about 17 per 
cent of petroleum reserves, produces 
0 per cent of the world’s copper 
ind 25 per cent of its tin, and has 
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other important non-ferrous reserves. 
And, as an area that had gone 
through revolutions in the nineteenth 
century to free itself from colonial 
status, it had an intense nationalism 
that made for national solidarity in 
support of local enterprise. 

Latin America also has major 
stumbling blocks on its road to in- 
dustrialisation, most of which can be 
described as shortages. A shortage 
of electric power facilities, with con- 
sumption already reaching levels 
that the planners had set for 1960: 
a shortage of adequate road and rail 
transport; a shortage of investment 
capital; and a shortage of experi- 
enced workers in relation to the 
people as a whole. Although the 
population has been increasing, the 
whole of Latin America has a popu- 
lation of only 156 millions, many of 
whom live in isolated regions outside 
the main centres of the various 
national economies. 

Came Crisis 

Apart from shortages, there is 
another thorny problem: how to 
industrialise, using the money, re- 
sources and manpower available for 
the task, without reducing the ex- 
ports of commodities that provide 
the nations with their livelihood. 
Both Argentina and Brazil, the most 
important South American coun- 
tries, are facing this dilemma: it is 
especially acute for Argentina, which 
has tried to forge ahead far too 
rapidly in view of its limited re- 
sources and, in consequence, has 
suffered from losing its position as 
one of the world’s greatest agricul- 
tural nations without gaining com- 
parable advantages for its economy. 

Brazil, now facing an acute crisis 
in its balance of payments, has fared 
somewhat better in its programme, 
but it has many advantages Argen- 
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tina does mot share. It has been 
able to push an industrial pro- 
gramme and at the same time beneiit 
from record prices for its important 
coffee crop. The new five-year plan 
for industrial expansion emphasises 
development of petroleum reserves 
and complete modernisation of com- 
munications and power. Consump 
tion of oll is rising 20 per cent per 
year, and steel production and in- 
dustrial expansion generally are 
proceeding apace. 
Sharing the Market 

In 1910, 25 per cent of all Latin 
American imports came from the 
United Kingdom. By 1938, this 
share had fallen to 12 per cent, and 
German competition was one of the 
principal causes of this decline. In 
the past three years the British share 
of the market has dropped from 11.6 
per cent in i949 to about 7 per cent 
in 1951. Thus, while United King- 
dom sales in 1949 were $499 miilion 
out of total Latin American imports 
of $4,287 million, in 1951 her sales 
were $457 million. (Complete trad- 
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ing figures for Latin America are | 
yet available; estimates of imp¢ 
vary between $6,000 and $7,5\0 
millions.) 

During this period, U.S. sales ro: 
from $2,712 million to $3,685 mii- 


lion, German from $31 million 
$370 million, Benelux from SI 
million to $271 million, Scandi 


avian from Si15 million to $286 m 
lion, and Japanese from $4 milli 
to $94 million. 

It would be unfair to British ¢ 
porters not to draw attention 
some of the difficulties which the 
face in their trade with Lat 
America. One ts the question of th 
type of goods most in demand. Mos 
of the Republics want capital equip 
ment instead of consumer goods: bu 
these are the goods which until re 
cently had a ready sale in most othe 
couniries: furthermore, United King 
dom output or expori has been hin 
dered not only by shortages of ra\ 
maierial but also by the competing 
demands of the rearmament pro 
gramme. 


HOUSEWIVES’ CHOICE 


There is a kind of price snobbery in buying vegetables and fruit. Just 











because something is priced as slightly more expensive than something 
else, some people who can afford it will buy it without considering whether 
it is really a better buy. Two identical lettuces were placed in a green- 
grocer’s shop window and one was priced 6d. more than the other. The vast 
majority of the housewives who came along bought the more expensive one. 

In time of war when there is a real scarcity of many things which are 
greatly desired, people automatically buy whatever is offered after they 
have waited two hours in a queue. We are now gradually moving into a 
situation where there is an opportunity for proper selection and for proper 
judgment as to whether quality is good enough or not. The answer to 
most of the problems of distribution lies in encouraging shoppers, for 
horticultural produce or anything else, to use their own judgment as to 
whether or not they are getting value for money. Human nature being 
what it is, if the eventual consumer gives someone the opportunity to make 
money out of him as the result of his complete inability or unwillingness 
to judge for himself, advantage will be taken of that opportunity every 
time it is offered. 

Major H. Legge-Bourke, M.P. (Isle of Ely), House of Commons, 

London, October 24, 1952 
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The Barter Menace to British Trade 


Onr of the more unwelcome pro- 
ducts of the distinctly cooler turn in 
he world economic climate during 
the past year has been a tendency 
for many countries to resort to 
special exchange’ rates, _ barter 
irrangements and other discrimina- 
tory devices as a means of defending 
themselves against the additional 
pressures imposed on their external 
payments positions. 

Countries in Latin America, the 
Near East and the Middle East have 
-hown a strong inclination to solve 
their post-Korean problems in this 
way, and many manufacturing coun- 
tries in Europe, hard-pressed by fall- 
ing trade, have displayed a readiness 
to exploit the situation by agreeing 
to the necessary bilateral arrange- 
ments. 

Since the U.K. has so far not been 
prepared to depart from orthodox 
procedures, the growth of discrimi- 
latory practices obviously consti- 
tutes a threat to her external trade. 
Business is not yet being lost on any 
scale, except in the cases of four 
countries which, though not mem- 
bers of any of the recognised 
currency areas, have been a most 
important element in the British pay- 
ments structure Brazil, Egypt, 
\rgentina and Persia. 

Britain’s imports from this group 
have shown a most spectacular 
lecline this year, as shown in the 
iccompanving chart. The decline at 
‘n annual rate is equal to nearly 
£150 million. or about 5 per cent of 
otal British imports. 


The reasons for this remarkable 
slump are: in Persia, the interrup- 
tion of the oil flow from Abadan; in 
the other three countries, the tend- 
ency for the foreign governments 
concerned to insist upon such high 
prices for their staple exports that 
they have priced these exports right 
out of the British market. The con- 
traction in British imports from 
Egypt is primarily explained by the 
slump in cotton shipments, for 
instance. 


* 


Export Outlook 


In contrast, Britain’s exports to the 
group have fared remarkably well. 
The decline from 1951 to 1952 is 
attributable to a fall in sales to Persia 
chiefly exports to Brazil have 
risen. 

But there are now disquieting 
signs that the severe contraction that 
has taken place in imports from the 
group may before long be matched 
by a corresponding shrinkage in 
exports to it. 

Persia imposed a virtual ban on 
imports from Britain some time ago. 
Argentina, Egypt and Brazil have 
recently greatly tightened up existing 
restrictions on British goods or are 
contemplating doing so in the near 
future. If this process continues, the 
destruction of one of the most im- 
portant segments of Britain’s over- 
seas trade will soon be very nearly 
complete. What would make this a 
particulariy serious development is 


From Financial Times, October 22, 1952 
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that it would not necessarily be 
easily reversed. For there is a 
marked tendency in each of the 
countries in this group to seek a solu- 
tion for the trade difficulties that 
have turned their payments relations 
with Britain upside down in bilateral 
agreements frequently of a straight- 
forward barter character — with 
countries outside the sterling area. 
Persia has been busy in the barter 
business for a long time now, seeking 
to trade any oil she could get out of 
Abadan and other primary products 
for manufactured goods. Brazil has 
concluded two such agreements with 
Western Germany. Argentina has 
concluded a series of bilateral agree- 


ments with other countries that 
deliberately channel her import trade 
away from Britain. Egypt, too, has 
been extremely active for some 
months now bartering cotton. 


This type of trade erosion 
clearly going to be difficult to con- 
tend with. It may be that in due 
course the difficulties that barter and 
similar bilateral arrangements fre- 
quently encounter will eventual!) 


cause them to collapse. But in the 


meantime Britain is threatened with 
the loss of an important part of its 
traditional import and export trade 
And this is a threat that deserves 
closer attention from Whitehall than 
it appears to have received so far. 
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Back to First Principles 


BY LaDy RHYS-WILLIAMS, D.B.E. 


EXCESSIVE taxation of industry and 
enterprise has now passed the point 
of diminishing returns, with the re- 
sulting risk of a Budget deficit 
through a fall in revenue. It seems 
to be generally assumed that this 
cannot be remedied without cutting 
either the defence budget or expendi- 
ture on the public welfare, and pres- 
sure is being put upon the Chancel- 
lor from the two sides in politics to 
be ruthless in his cuts in one or other 
direction. 


I submit that there is a third and 
far more fruitful course than a dis- 
astrous reduction either in our 
military safety or in the health and 
educational standards of the nation, 
and that is to make the taxation 
system itself more just and more 
efficient, which would automatically 
increase its yield, and so make pos- 
sible an immediate reduction in the 
present grave over taxation of in- 
dustry and enterprise. 


What is needed is a clear under- 
standing of what is the average value 
(interpreted in terms of money) of all 
that the individual citizen gets out 
of the public services, and what he 
contributes, by way of either insur- 
ance contribution or taxation, in 
return. Allowing for the view that 
not only the mentally or physically 
handicapped, the old and the young, 
but also the financially handicapped 
‘such as the unemployed and the 
chronically underpaid) should be 


helped or even wholly carried by the 
rest of the community, it still remains 
certain that the average healthy citi- 
zen, steadily earning average wages, 
ought to contribute to the State at 
least at much as he and his depen- 
dents, on average, receive in the form 
of benefits and services. 


Unjust and Inflationary 

It is not extravagant to supply 
essential social services to all who 
need them, provided that all who are 
able to contribute do so at a rate 
which covers what they, on average, 
receive; but it is both unjust and in- 
flationary to provide these services 
to the average family, to the tune of 
about £1 a week more than their 
contributions, a sum which has to be 
made up by the over-taxation of 
other citizens, many of them only a 
little better off than the groups re- 
ceiving the subsidies. It is not a 
question of reintroducing expensive 
means tests at the receiving end, but 
of reforming the taxation system to 
ensure a fairer basis of contribution. 

There would, I think, be little 
argument about the justice of this 
on either side of politics: yet both 
Sir Stafford Cripps and Mr. Butler, 
at times of admitted economic crisis 
for Britain, thought fit to raise the 
lower level of income-tax liability to 
a point at which large numbers of 
fully employed individuals, many of 
them without dependents to support, 
do not make their fair contribution 


From Letter to" The Times” October 22, 1982 
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to the nation’s expenditure because 
they are not asked to do so. 


The explanation of the two Chan- 
cellors’ action is not far to seek: it 
was due in both cases to the rise in 
wages, which brought many more 
individuals into the income-tax 
range than the Inland Revenue can 
handle, given the present complex 
and meticulous machinery of assess- 
ment and collection of tax. The 
reaction of the department was, 
naturally, to push them out again, 
so that the machine could continue 
to function smoothly on the previous 
complex basis, and both Labour and 
Conservative Chancellors were pre- 
vailed upon to comply; owing to the 
loss of revenue involved, it was nec- 
essary to step up, instead, the taxes 
imposed upon companies and indi- 
viduals with higher incomes, which, 
being fewer, were easier to handle. 
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In the dire straits in which we find 
ourselves it seems as if a better plan 
would be to simplify the methods of 
assessment and collection, and to ar- 
range for every fit person to pay his 
or her fair share, actuarially calcu- 
lated, of all the advantages which he 
receives. It would then be possib!e 
to remit the obviously excessive 
taxation of industry and enterprise 
which is destroying our prosperity, 
and is therefore leading to the pos- 
sibility of renewed unemp!oyment, 4 
far more hurtful threat to the well- 
being of the average worker than a 
request to pay his fair proportion of 
the cost of his benefits. 

A further very substantial saving 
would be made by the addition of a 
year or so to the retiring age, a 
reasonable course in view of the 
lengthened life and better health re- 
sulting from our improved health 
services. 


POPULATION PROBLEM? 


It has often been asserted that if the population of China were to 
march past you, five abreast, the procession would never end; for before 
one generation had finished passing you, there would be time for a new 


one to te torn, and so on. 


It seems to me that the implications of the proposition have been given 


insufficient attention. 


In the first place, all available evidence would 


indicate that it is cxceedingly difficult to reproduce one’s kind while 


marching five abreast in a procession. 


Perhaps .. . once having marched 


past, each Chinese would te free to return to his normal life. 


From Demography—With a Difference, by Pierre Quiroule, Clare Market 
Review (Students’ magazine of London School of Economics), Summer, 1952 


ROUBLE 


, 


The “ costs of representation’ 


to £49,380—-nearly twice as much as in any other foreign capital. 


REVALUED 


of our Ambassador in Moscow amounts 


These 


costs are inflated because of the unrealistic rate of exchange of 11 roubles 
to the £, which the Russian Government introduced in 1950. The real 
value of the rouble is estimated to be about 60 to the £. 
Secreiary of State for Foreign Affairs, House of Commons, 
London, October 29, 1952 
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Western Germany Saves 


More Than Britain 


lr is enlightening to compare the 
German distribution of national in- 
come with the British. 


In the first half of 1952, only 55.7 
per cent of Western Germany’s gross 
national product went into private 
consumption; in Britain in 1951 the 
figure was 70.4 per cent. In Germany 
the state took 16.8 per cent, in 
Britain 17.3. German gross domestic 
investment accounted for 25 per 
cent; in Britain 16 per cent. More- 
over, 2.5 per cent of German national 
product went into net foreign invest- 
ment, whereas the British accounts 
showed a net disinvestment overseas 
of 3.7 per cent. 


Savings have resumed _ their 
wonted place in German _ private 
budgets, and the total of savings is 
now DM. 4,000 million (£330 mil- 
lion}—a remarkable sign of confi- 
dence in a people who have twice in 
i generation lost everything through 
inflation, and who now live on the 
borders of Soviet-occupied Europe. 

The gross inequality of wealth 
characteristic of the first post-war 
\cars still persists. It is said that 
there are 18 million people living 
helow the level of subsistence— 
probably an exaggerated figure. 
Great numbers are, however, un- 
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doubtedly living in extreme poverty, 
and not all of them are of the work- 
ing class; some are dispossessed 
landowners, former officers and civil 
servants. But real wages are rising; 
prices have risen less in Germany 
since Korea than in most other 
European countries. Germans work 
longer hours for lower wages than 
the British; excluding miners, the 
average wage of a male worker in 
industry in May, 1952, was DM. 1.60 
(2s. 11d.) an hour, and the average 
working week was 48.2 hours. 


Economist, London, October 18, 1952 
Some indices of Western Ger- 


many’s post-war recovery are as fol- 
lows : — 


(1936 = 100) 

1948 1950 1952 
All Industry .... 63 114 140 
Fontes: .....:..:. 51 114 117 
Chemicals ....... 71 113 158 
Meta!working .. — 127 178 
Housing ......... — 102 121 
Agriculture ....... — 93 110 


The 1952 indices are reckoned 
from the first six months, seasonally 
adjusted. 

Europa Archiv, Frankfurt, 
October 5. 1952 


Tangier: Free Port 
Action 


TANGIER is a city of diverse nation- 
alities with its two official currencies, 
the Moroccan france and the Spanish 
peseta, and three official languages, 
Arabic, Spanish and French. 
Tangier, within the last five years, 
has more than doubled the size of its 
modern town. There is an incessant, 
noisy day and night building—not 
only new construction. Old buildings 
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have been torn down and replaced 
by modern structures. 

Trade is the main factor that has 
caused this swift development. Apart 
from a 124 per cent import duty, 
levied for revenue, on all goods en- 
tering Tangier, there are no trading 
restr.ctions. This lack of restrictions 
applies not only to goods but to 
money. Currencies are freely inter- 
changeable and are bought and sold 
at their true market values. For in- 
stance, When the pound sterling was 
devalued in Britain by Chancellor 
Sir Stafford Cripps, it made no 
appreciable difference to the Tangier 
market, because sterling had long 
before been discounted. Naturally, 
the fact that sterling is tied to the 
dollar affects it, and all such con- 
siderations are taken into account 
when pricing. 

There is no “black” market in 
Tangier. It is a “free” market. 
Traders buy and sell where they can; 
there is no governmental interfer- 
ence; goods can be brought to the 
port of Tangier, stored and routed to 
somewhere else, paying only port 
dues. 

Smuggling only occurs when cer- 
tain traders try to get goods into 
some other country—always a coun- 
try with high tariffs—-illegally. It is, 


ECONOMIC 


DIGEST 


1 believe, a time-honoured custoni, 
and although it does bring prosper:1) 
to the succesful smugglers, those not 
so lucky are often ruined. Conse- 
quently, it is a precarious Occupation 





and doesn’t represent the trade of 
Tangier. 

The only post-war increase in 
local taxation has been on businesses 
as such and on buildings, including 
private houses. They always paid an 
annual tax and the increase was 
made to bring taxation to correspond | 
to post-war values. There is no in- | 
come tax in Tangier. A petrol tax 
meets the charges for road traffhi 
circulation. The transport tax was 
recently abolished. There are also 
taxes—barely noticeable—on enter- 
tainments, visitors and residents 
leaving the Zone. 


The conclusions one reaches afte: 
residing and working for some years 
in this International Zone is_ that 
people of diverse nationalities wil! 
busy themselves living and trading 
quite happily, without a_ lot of 
government interference. Fortun- 
ately for Tangierines, they have a 
Government that doesn’t feel called 
upon to interfere unnecessarily. 
James Joy, in the Free Trader, Londo: 

October, 1952 


ECONOMIC RESEARCH COUNCIL 


The Economic Research Council will meet on December 3, 1952, at 


55 Park Lane, London, W.1. 


The speaker will be Professor S. H. Frankel, 


whose subject is the “ Economic and Social Background to Current South 


and East African Conflicts.” 


Non-members who wish to be present are welcome if they notify their 
intention to the Secretary, Economic Research Council, 18 South Street, 


London, W.1. 


Telephone GROsvenor 4581. 
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Structure of the South African Economy 


by PROFESSOR C. G. W. SCHUMANN (UNIVERSITY OF STELLENBOSCH) 





Fconomic Digest welcomes a newcomer 
to the great company of bank reviews, 
the “Finance and Trade Review,” pub- 
lished by the Volkskas, a South African 
ommercial bank. The following is a 
condensed version of its first leading 
ticle, by the Professor of Commerce at 
rellenbosch University. 





[HE people of South Africa are not 
nearly as homogeneous a group as 
those of England, Sweden or Hol- 
land—neither racially, nor cultur- 
ally, nor as regards language and 
traditional background. According 
to the latest census of 1951 the total 
population of 12.400,000 (only about 
25 to the square mile as compared 
to over 800 for Holland and over 
50 for the U.S.A.) consists of 
2,588,933 Europeans, of whom 
about 57 per cent were Afrikaans 
speaking and about 39 per cent 
English speaking, 8,410,935 Bantus, 
1.078.621 “ Coloured ” and 358,738 
Asiatics. 

Even among these non-European 
racial groups there are radical differ- 
ences in language, historical back- 
ground, basic needs, degree of de- 
velopment and productive ability. 
Of the 8,410,935 Bantus, about 
3,090,000 are still living under primi- 
tive tribal conditions in their own 
reserves, about 3,000,000 are settled 
on farms, mostly European, while 
about 2,000,000 have been absorbed 
as unskilled workers in the industry, 
mining and commerce of the Union. 
It must be clear that the problem 


From Finance and Trade Review, Volkskas Ltd., Pretoria, Vol. 1. No. 1. July. 


of integrating this heterogeneous 
population into a mainly “ western- 
ised” or capitalistic economy must 
be a unique and difficult one. 

In South Africa the Europeans 
have had to develop a new “ way of 
living ” in a country which has been 
permanently adopted as their own, 
in which the “economic problem ” 
was firstly that of making the coun- 
try safe to live in with respect to 
wild animals and the warlike races 
living in the interior, and at a later 
stage that of gradually integrating 
the non-Europeans as workers in 
the newly created economy. 


Rapid Advances 

Up to about 1870 South Africa 
was primarily agricultural. The first 
settlements on the coast were first 
surrounded by intensive fruit and 
vegetable cultures, later giving way 
to more extensive wheat, sheep and 
cattle farming in the interior. Be- 
tween the 1830's and the 1870's ex- 
ports of food and drink declined, ex- 
ports of wool increased. 

Minerals were discovered—d:a- 
monds in 1870, gold in 1&886—and 
the transformation of the economy 
into a more capitalistic, agricultural- 
mineral stage took place. Banking 
and railway activity shot up, and 
the European population rose from 
134,000 in 1850 to 1,276,000 in 1911, 
an annual average rate of increase of 
3.8 per cent higher than that in the 
U.S.A., Canada. Australia or New 
Zealand during the same period. 
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The twentieth century has brought 
no decline in the rate of economic 
advance, despite three wars and a 
great depression. South Africa has 
undergone an industrial revolution 
since 1910. Between 1915-1916 and 
1935-1936, the gross value of goods 
manufaciured rose from £40 million 
to £150 millon; for the post-war 
year of 1946-1947 the figure was 
£494 million. 

National income (at 1937-38 
prices) has risen from £375 million 
pre-war to £732 million in 1950-51; 
per head of population this is a rise 
from £37 12s. to £59. The contri- 
butions of the various sectors of the 
economy to these national incomes 
was as follows: 


1937-38 1950-51 
Oo 18) 


Agriculture, Forestry, 

Fishing me ° 17.5 
Mining ... vn oe 13.1 
Manufacturing ... 17.6 422 
Other... cs Oe 47.2 

Generally, mining is taking a 


smaller place in the economy; the 
rise in importance of agriculture is 
partly due to exceptional increases 
in the prices of agricultural pro- 
ducts, which in 1951 were 479 per 
cent of 1938 prices. 


Population Trends 

The occupational distribution of 
population follows these trends; 
manufacturing employment doubled 
between 1938 and 1951, for instance. 
Since 1938, too, the number of non- 
Europeans in secondary industry has 
grown at a much more rapid rate 
than that of Europeans.. At the 
present rate of economic advance 
there are simply not enough Euro- 
peans to fill the positions which were 
formerly, through tradition or 


special encouragement, allotted to 
them. 


The population of South Africa 
is becoming increasingly urban. Now 
only about a quarter of the Euro 
peans live in the country. 


Insensitivity to Cycles 

An interesting feature of the 
Union’s economy is that it has on 
the whole been less sensitive to 
cyclic influences than countries such 
as the U.S.A., Australia or Canada 
The main reason accounting for this 
is the stabilising effect of the gold 
mining industry. During the great 
depression of 1929-33 the produc- 
tion and export of gold hardly de- 
clined, while after the end of 1932 
the higher price of go!d acted as a 
very effective anti-depression force 
to lift the economy out of the depths 
of the depression. 

This anti-cyclic effect is however 
rapidly losing its relative importance, 
since the value of gold produced is 
a decreasing proportion of the 
national output. As South Africa 
is producing more durable produc- 
tion and consumption goods and as 
imports of capital are highly erratic, 
it follows that our economy is be- 
coming, through its altered structure, 
more sensitive to cyclic influences 
and that other effective anti-cyclica! 
devices, monetary and fiscal, will 
have to replace the gold mining in- 
dustry as a more or less automatic 
stabiliser of the South African 
economy. 


Still Room For Capital 


As a comparatively “ young” 
country, with many natural resources 
waiting for further exploitation, it 
may be expected that the country 
must still be in the “capital bor- 
rowing” stage. In fact, however, 
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t seemed probable that prior to 
1939 the “capital repayment” 
stage would soon be reached, for it 
appears that between 1933 and 1939 
ihe “external debt” of the Union 
Government had declined from 
£166,000,000 to £101,000,000  al- 
though the net capital imports still 
amounted to about 2 per cent of the 
national income. 


The post-war years, however, 
show another picture. There was 
an exceptional net inflow of capital, 
especially during the boom year 
1947. Thus, according to the official 
halance of payments returns, the 


net import of private capital in- 
creased from £17,000,000 in 1946 
to £182,000,000 in 1947, £91,000,000 
in 1948 and an _ average of 
£58,000,000 for the three subse- 
quent years. In total the country 
thus had a net import of capi- 
tal on private account of about 
£463,000,000 during this period of 
Six years. 


This is a reflection partly of the 
overseas confidence shown in the 
future economic development of the 
country, although uncertain condi- 
tions in Europe also played an im- 
portant role. 


South Africa Attracting More Capital 


THE total net inflow of capital to 
South Africa during the first six 
months of this year amounted to 
about £40.000,000 which was sub- 
stantially higher than the amount of 
about £25,000.000 received during 
the first half of 1951, according to a 
monetary and banking review in the 
South African Reserve Bank’s quar- 
terly bulletin of statistics. As a result 
of the net current deficit of about 
£27,000,000 with the outside wor!d 
and the net inflow of capital of 
about £19,000,000, the Union’s total 
gold and exchange holdings declined 
by about £8,000,000 during the 
second quarter of 1952, bringing the 
total decline during the first half of 
the year to about £17,000.000 in 
comparison with about £16,000,000 
in the first half of last year. 


The strong upward movement in 
the Union’s monetary volume of 
economic activity, excluding season- 
al movements, which slowed down 
considerably during the second half 
of 1951, but was continued again 
during the first quarter of 1952, was 
not maintained during the second 
quarter of 1952, according to the 
review. During the quarter there 
was a slight decline compared with 
the first quarter, although the level 
was still higher than in any quarter 
during 1951. This slight decline re- 
flected principally the strong decline 
which took place in stock-exchange 
turnover, although there were also 
smail declines in the value of foreign 
trade and the value of property 
transactions. 


South African Survey, London, Octdber 15, 1952 





Human Rights — Real 


THe so-called “human rights ” are 
often represented as super.or to 
“ property rignhis. “puman 
rights” are just as ofien made to 
meclude the “right” to a job, the 
“right” to a standard of living, the 
“right” to a minimum wage or a 
maximum work week, the “right” 
to a “fair” price, the “right” to 
bargain collectively, the “right” to 
security against the adversities and 
hazards of life, such as o!d age and 
dsability. 


Chese 


These “ human rights ” are indeed 
different from property mghts, not 
because they are “human” in a 
sense that property rights are not, 
but because they are not rights in 
the sense that property rights are. 
They are not freedoms or immuni- 
ties assured to all persons alike. 
[hey are special privileges conferred 
upon some persons at ihe expense 
of others. 

There ts no great difficulty or dan- 
ger in declar.ng that certain in- 
dividual rights shal! not be tampered 
with by the Government, and in ad- 
hering to that principle. It is quite 
another matter to lay down the rule 
that the Government shall seize the 
property or curtail the freedom of 
some of its citizens for the benefit, 
or supposed benefit, of others. 


Right to a Job? 


Consider, for example, the so- 
called “right” to a job. This is a 
fine-sounding phrase that evokes an 
emotional response by creating a 


and Unreal 


mental image of an unemployed 
worker and his family, suffering 
hardship through no fault of hi 
own. No one wou'd deny the reality 
or the seriousness of that, especially 
when the unempioyed worker is 
muitiplied by milhons. 

fo find the best remedy, however 
is a difficult matter, and it is not 
made easier by ihe use of such mis- 
leading catchwords as the “right” 
to a job. One man’s “right” to a 
job implies an obligation on the pari 
of someone else to give him a job 
Who has any such obligation? In 
an economy of private enterprise. 
a job arises from a voluntary con- 
tract entered into for the sake of 
mutual advantage. Has the em- 
ployer a “right” to the market that 
enables him to offer the job? 

Furthermore, what the worker 
really desires and needs is not a job 
but an income-—a share of the 
world’s goods. The alleged “ right” 
to a job, when translated from emo- 
tional to practical terms, means 
simply that undeserved hardship due 
to unemployment is unfair and de- 
plorable, and that a civilised society 
will try to prevent or relieve such 
hardship without damaging the 
morale of the workers and without 
undermining the integrity, vigour, 
and productive capacity of the 
society itself. 

As with the “right” to a job, so 
with the other so-called “ human 
rights.” These are not rights in the 
constitutional sense but social pro- 
grammes which the Government has 


From Guaranty Survey. Guaranty Trust Company of New York, October, 1952 
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HUMAN RIGHTS 


been asked to pro- 
programmes, unlike 
e rights, are selective, compulsive, 
smplex, and experimental. Hence 
hey need to be carefully considered, 
ch on its own merits, with due re- 
rd to the serious threats they may 
volve to the real and basic human 


ndertaken or 
note. These 


hts that have enabled free men 
build a great nation with the 


level of material well-being 
ver achieved anywhere. 
* 
Ss] of " W cifare he 
On the economic side, the gravest 
threat is that productive enterprise 
Jl be so burdened and impeded 
by high and inflexible costs and 
hampering regulations that indusiry 
will stagnate and social programmes 
f any kind become meaningless. 
New political powers and functions 
increase the cost of government and 
drain. manpower from farms and 
factories into administrative bureaus. 
Che great bulk of the money for 
benefit payments to favoured groups 
must be taken from those who pro- 


= by putting forth their own 
fort or by investing their savings. 


Nininaeeia wage rates exclude mar- 
ginal workers from the labour force, 
and maximum hours limit the out- 
put of those who work. Artificial 
rigidities in prices and wage rates 
nterfere with needed rea djustments 
and weaken the incentive to enter- 
prise. 

On the political side, the increase 
f power multiplies the opportunities 
for the abuse of power, as well 


REAL 


AND UNREAL 54] 
the harm that can be done by such 
abuse. Excessive tax rates expose 
taxpayers and collectors to strong 
temptations. The disbursement of 
biliions of dollars in public funds 
opens new avenues for favouritism 
and corruption. Competition for 
political largess encourages govern- 
ment by pressure groups, with public 
money gravitating toward the groups 
with the most votes. Demands for 
more liberal benefits on the one 
hand and for tax relief on the other 
converge upon the public treasury, 
and deficit financing and currency 
depreciation tend to become national 
habits. 


On the human side, the individual 
citizen discovers that it 1s increas- 
ingly difficult to get ahead by enter- 
prise and thrift, and increasing} 
profitable to join in the scramble 
for governmental favours and hand- 
oes. The's sense of relationship be- 


ment yee grows weaker. Per- 
sonal initiative and self-reliance give 
way to an attitude of “let the Gov- 
ernment do it.” Free citizens tend to 
degenerate into wards of a paterna!- 
istic state. 

These are not hypothetical effects 
but real ones. They are visibly tak- 
ing place, and they may become 
even more manifest when the prop 
of gigantic defence spending is re- 
moved. They are the consequences 
of placing social programmes mis- 
labeiled “human rights ” above the 
real human rights, disparagingly 
called “ property ” rights. that lie at 
the foundation of our free institu- 
tions and our economic strength. 











Stabilizing Israel’s Shaky Pound 


According to this article from Israel, all controls must go before her money 
is safe 


DurRING the latter years we have 
again heard of the stabilization of 
the Israel pound. All kinds of 
schemes have been proposed. Most 
of them have had as one feature the 
establishment of a U.S.A. currency 
equalization fund, which should 
artificially maintain the rate of 
exchange of the Israel pound. Few 
participants in these discussions ap- 
pear to have a clear idea about the 
real causes of the fall in the value 
of our currency-—-causes which, as 
long as they exist, must make any 
attempt at “artificial” stabilization 
meaningless. 

The value of the Israel pound 
depends on three factors : — 


(a) The quantity of goods which 
may be purchased with it in Israel, 
1.e., our local ievel of prices as ex- 
pressed in the local price indices 
compared to the level of prices 
abroad; 


(b) the flow of capital into or out 
of the country, a movement caused 
by many different factors, the most 
important of which is the degree of 
freedom of enterprise, and of 
security of investments; 


(c) The demand for goods in ex- 
cess of those produced or available 
within the country which may be 
purchased with the means of pay- 
ment circulating in the country. 


Any attempt to stabilize the 
Israel pound must aim at stabilizing 
the factors which have, in the past, 
caused the permanent decrease in its 
value. These factors are the follow- 
ing :— 


(a) The permanent fight of the 
workers for higher nominal wages, a 
fight actively assisted by Govern- 
ment which, ultimately, in spite of 
price controls, leads to a permanent 
increase in the level of local prices 
without a parallel increase in labour 
output. 


(b) The socialist policy of the 
Israel! Government which aims at 
nationalizing the greater part of our 
industry, at increasing the economic 
positions of the Histadrut undertak- 
ings at the expense of free enterprise 
and at an artificial reduction of the 
share of profits in the national in- 
come in order to procure higher real 
wages (wages are to be increased 
while prices are to be kept frozen). 
The economic poticy of the past five 
years must have caused a diminu- 
tion of capital imports which would 
normally have been available to this 
country in the wave of our success- 
ful war of liberation and has, at the 
same time, reduced local savings 
available for industrial expansion. 
A factor of special importance was. 
in this connection, the freezing of 
rents which prevented foreign 


From Business Digest, Haifa, September 3, 1952 
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lewish capital to stream into its 
nost adequate sphere of investment, 
i.e., commercia! housing. 


(c) The Government in its social- 
‘st policy of furthering state invest- 
ments at the expense of private 
investments creates large amounts of 
additional purchasing power. An- 
other cause for the creation of addi- 
tional means of paying is the policy 
of economic controls under which 
large numbers of people are em- 
ployed on work which does not give 
the slightest economic benefit. There 
are, of course, no goods available 
to absorb the means of payment 
created by the above policies, and 
in order to obtain this equivalent, 
this artificially created money tends 
to be exported and to be exchanged 
abroad against consumer goods. 

As long as these factors which are 
the basic causes of our inflation re- 
main unremedied, there is no pos- 
sibility of permanently stabilising 
the rate of exchange. 

Temporary attempts at stabilisa- 
tion which must soon prove a failure 
can be twofold. Either Government 
decrees an unrealistic rate of ex- 
change as it has tried to do during 
the past five years, or valuable 
foreign currency is wasted in an at- 
tempt to maintain a fixed rate of ex- 
change abroad by repurchasing the 
excess Israel pounds arising from 
the shortage of goods in the coun- 
try, Which have tended to stream 
abroad for conversion into consumer 
goods. 

An artificial rate of exchange is 
a severe brake on all normal econo- 
mic developments. The man with 
foreign currency to offer is not wil- 
ling to lose part of his funds in order 
to comply with a Government policy 
which, to him, must appear immoral. 


Thus the quantity of foreign cur- 
rency normally available to Govern- 
ment to finance imports is more and 
more reduced. The man_ with 
foreign currency to offer does his ut- 
most to avoid conversion at the 
Government rate of exchange and 
tries, instead, to import commodities 
which, on sale in local currency, give 
him a more or less realistic equiva- 
lent for his foreign currency. 


Limitations of the State 

In the long run, no Government 
can oppose the laws of economies. 
The influx of foreign capital in the 
form of free currency into an econo- 
mic system with a controlled rate of 
exchange becomes so low that the 
Government is forced either to let 
the people go hungry or to increase 
the price it pays for foreign cur- 
rency. 

By controlling the rate of ex- 
change it had been hoped that run- 
away inflation as a consequence of 
the ceaseless wage increases could 
be avoided. Reality teaches us that 
this is not the case. The dollar 
shortage caused by the artificial rate 
of exchange has overturned all Gov- 
ernment plans and_ calculations. 
Runaway inflation is here, and, with 
Government controls, is now much 
worse than it would have been with- 
out them, as the normal regulator, 
increased capital imports, is not 
available due to the Government in- 
terference. 

The situation in Israel is different 
from that of most European coun- 
tries. Our capital needs are ex- 
tremely small compared with those 
of the United Kingdom, Italy or 
France. The rich and influential 
body of American Jewry would un- 
der normal conditions be ready to 
invest here if their investment was 
suitably remunerated by a fair rate 
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of profits. The higher the possible 
erofits, the larger will be the foreign 
investment in Israel. This normal 
regulator is at present closed by 
Government’s policy of controls in 
all fields. 

Then, there is no choice left but 
to advocate a complete discontinua- 
tion of all controls, with the excep- 
con of the distribution of imported 
commodities ike meat where an ob- 
lective shortage exists. During the 
three years, this country has 
nade ends meet in spits of all the 
controls. There is every reason to be- 
that, with the discontinuation 
~ both, the physical controls and 
ihe controls on the rate of exchange, 
the play of forces of the free mar- 
ket will soon bring about an equili- 
brium where prices, wages, and the 
rate of exchange find their natural 
a level which will most pro- 
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MOST BRITONS HAVE “ST 


Agricultural workers take holidays 
British Tr: 


then any others, says the 


DIGEST 


bably, after a short transitory period, 
be to the advantage of the workers, 
as labour, and especially skilled 
labour, must be one of the factor 
in shortest supply in an econom: 
where investmenis should exceed 
current consumption. 


Footnote: Immigration into’ the 
country has slowed down consider- 
ably in the last twelve months. In 
1949, 240,000 Jews came to Israel 
in 1950 and 1951 about 170,000 
But in the first seven months of 
1952 oniy 15,000 are reported——a 


yearly rate of less than 26,000. There 


is also reported to be some outflow 
of residents on balance—-dissatisfied 
it is said, with “ corruption and lack 
of opportunity.” The total popula 
tion of Israel as at March 31, 1952 
was 1,596,000. 


AY-AT-FHOME ” HOLIDAY 


away from home to a far less extent 
ivel and Holidays Association in a 


survey on the pattern of holidays during 1951. 


Only 30 per cent of th¢se worker 
remaining 70 per cent spent their holidays at home. 
away for 


transport workers, 57 per cent went 


3 went away for their holidays: the 
Among railway and 
their holidays. The com- 


parable figures for factory workers were 47 per cent: for mineworkers 44 


per cent: and for heavy industry 42 per 


cent. 


For the whote body of emploved persons the proportion of those taking 


holidays away from home was 54 per cent. 


the & “oe ¢ 7 Son - F 
the figure was 50.: per cent. 


Various reasons for not going aw. 


to questions. The principal reason 

accounted for 27 per t of the stay 

‘Don’t know. no particular reason,” ¢ 
1 


1ake day trips. 





-at-homes. 
ind | per cent said they preferred to 


For the population as a whole 


iy for a holiday are given in answer 
was on the score of expense; this 


But 3.5 per cent replied: 


It is noted that, of the holidaymakers who went away in 1951, 25 per 
cent went to the same place as tn 1950. end 42 per cent had the same style 
of holiday as in the previous year. Rail fares were mentioned as a deterrent 


to travel by 62 per cent. 
Altogether £380 million was spent 


with £300 m'llion in 1949. This increas 


on holidaymaking in 1951, compared 


se 1S attributed mainly to the substan- 


tial rise tn the number of holidavs spent outside Britain but to some extent to 


the rise in holiday prices. 
than in 19SQ. 


Industrial News, T.U.C., 


But 22 per cent spent less on holidays in 1951 


London, October 24, 1952 
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Cottage Industries —— The Key to Pakistan’s 
Economy 


in Pakistan ninety per cent of the 
population live in villages and eighty 
per cent are generally dependent for 
their livelihood on what the soil will 
yield them. In these villages no 
major industries exist at present and 
it is only natural that cottage indus- 
tries should play an important part 

) their lives. Indeed, they have 
come to represent a vital role in the 
economy of the State. In these vil- 
lages whole families have inherited 
an inimitable skill and technique 
which is imprinted upon every 
article they produce. 

There was a period in the history 
of the Indo-Pakistan sub-continent 
when the finest handicrafts were 
confined to cottage industries. With 
the advent of Western industrialisa- 
tion and of large-scale mechanised 
industries and small-scale industries, 
the cottage industries were pushed 
into the background and remained 
active only in villages. 

On partition, however, the indus- 
trially advanced areas of the Indo- 
Pakistan sub-continent were lost to 
Pakistan and her skilled artisans, in- 
heritors of an exquisite craftsman- 
ship, were once more thrown on to 
their resources. 

So it will be, that while the coun- 
iry evolves its industrial programme 
and when, in due time, Pakistan’s 
ynokestacks evidence her complete 
industrialisation, there will still re- 
main in the by-ways and lanes of 
towns and cities and in the villages, 
these cottage artisans fashioning 


From Weekly Pakistan News, 


with exquisite artistry the common 
but beautiful things of everyday 
utility—intricate carvings in marble 
and wood, Zari work, delicate fili- 
gree work, foot-wear, leather ware, 
exquisitely woven textiles, jewellery, 
brassware, ivoryware, Dacca’s mus- 
lins, Multan pottery, Kashmir papier 
mache and delicately etched gold 
and silverware. Even Sialkot’s sur- 
gical instruments and its sports 
goods, to both of which eloquent 
tribute is now paid the world over, 
are made by artisans who, by their 
ancestral art, are adding to the 
wealth and reputation of their coun- 
try. 

As a maiter of serious fact, these 
cottage and small-scale industries 
occupy a key position in Pakistan's 
industrial structure and the Govern- 
ment attaches a special significance 
to them in its industrial development 
plans. Even when the country is 
highly industrialised, cottage indus- 
tries will still serve as “feeders ” 
and annexes for the larger industries. 
just as they do in other industrially 
advanced countries of the world. 
For that reason ways and means are 
being explored to put them on a 
more rational, organised and scienti- 
fic footing. 

They are being helped in numer- 
ous ways, by loans, by raw material 
supplies, by tools, and by free tech- 
nical advice. A Designing Institute 
at Karachi will shortly serve to re- 
model o!d designs and to furnish the 
artisan with new ideas and current 
vogues. 


London, September 27, 1952 








Money — 
The Lubricant 


THe description of money as the 
lubricant of the economic system is 
no new-fangled Keynesianism but a 
description provided by John Stuart 
Mill more than one hundred years 
ago. Money is to commerce, he 
said, only what oil is to machinery, 
or railways to locomotion, a con- 
trivance to diminish friction. In this 
article, it is proposed to examine 
some of the pros and cons of the 
case for running the risk of an 
initial price rise, which risk will 
have to be taken, if India’s prelimi- 
nary draft plan, which already in- 
volves a gap of the order of Rs. 300 
crores, were to be financed in the 
first instance by a small increase in 
money supply. 

It may be useful to say one pre- 
liminary word about the alternatives 
which are now open to us. In order 
that more ambitious planning may 
be possible, there has been a sugges- 
tion that the Government might 
apply some of its own maxims to 
other spheres. The food subsidies, 
for example, were removed in order 
that the Finance Minister would 
have more resources for develop- 
ment finance. Mr. J. R. D. Tata 
has pleaded the same principle for 
higher steel prices; if the Finance 
Minister’s argument is sound, so is 
Mr. Tata’s; both are attempis to 
develop their businesses by restrict- 
ing consumption. The result of 
imposing this extra burden on the 
consumer will be to cut into his 





Recisacs Raves heetakes keene £ 


If there is a“ gap” in a national 

economic. plan, what alternatives 

are there to a controlled inflation 
of the money supply? 


standard of life at present, and yet 
this is not a source of complaint; 
every plan, ahead of voluntary in- 
vestment, must impose restrictions 
on consumption. This looks respect- 
able and sound economics. 

But it operates exactly like an 
increase of money, which, curiously, 
is not so respectable. The only 
difference is that in the first case. 
particular consumers are called 
upon to pay; and in the second case, 
the community as a whole, but par- 
ticularly the fixed income groups, 
bear the burden. In a productive 
system where costs are built into 
prices at so many stages, the ulti- 
mate difference may not, however, 
after all be very different. 

Granted that an increase in 
money supply for a portion of the 
plan is inevitable, it is, moreover, to 
be remembered that only the initial 
impact will be inflationary. Such an 
impact can, and will, be digested 
later on and, indeed, sooner rather 
than later with a system like our 
own where there are no bottlenecks 
in employment or raw materials. 

Since the draft plan was published 
and since the much - advertised 
slump about six months back, there 
has been some evidence that even 
in the Indian economy, a ceiling in 
the ingredients of the productive 
system is a long way off. Money is 
required as a catalytic agent to start 
a process for which resources are 
now lying unused. 


From Eastern Economist, New Delhi, September 5, 1952 
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Progress—at a Price 


prices, it has been neutral. It has 





ft 
| The desired end must be a certain — qos ” why pace ago 
‘ level of economic progress. It is  yood with a purpose and a will? 
3 just not open to us—at this late 
¢ stage in the day—to say that we The Finance Minister must have 
cannot advance the standard of life jhe additional money to finance it 
of the Indian people and that we whether it involves the printing of 
yet feel on balance that the risks with notes, the sale of securities, a deficit 
Int, new money are so great, When on capital account in his budget, or 
in- people spend instead of saving, that phe levying of new taxation. We 
Ons our development departments will just nor stop, having decided on an 
>ct- need if not to shut up shop at least imperative, to question its possi- 
to close some shutters. bility. 
an The imperative of economic pro- : 
sly, ress is absolute; there is no impera- The only alternatives open to us 
nly tive on prices and, over the last five now are to make a moderate use of 
Se, years, we have had, without violent money on these lines. in order to 
led exchanges in the money supply, finance added development, other- 
ise, merry marches both up and down. wise we simply stay put. We must 
ar- fhe Indian people are prepared for start off a virtuous circle with more 
ps, some little fluctuation in prices. The money. In this particular case, more 
ive tragedy is that we have had much money can mean more steel; more 
nto ado about economic progress. steel, more tubewells; more tube- 
Iti- Money, it seems, has not greatiy wells, more food; and all will mean 
er, assisted production. When it was more resources for the Finance 
not being contracted to reduce Minister to tap for loans or taxes. 
in 
the 
to 
Hal 
an 
iss “BENELUX” IS STILL ONLY “BELUX” 
a The main problem confronting the Benclux authorities is the disparity 
ks between price and wage levels in Belgium and the Netherlands (Belgium 
and Luxembourg have been successful in tying up their Economic Union). 
ed The Belgian view is that Dutch prices and wages are kept artificially low by 
ed Government wage and rent controls. There is also friction over commodity- 
switching by the Dutch—Dutch exporters are allowed to keep 10 per cent 
re of dollar proceeds, and these are saleable at premium prices, so it can be 
en profitable to buy Belgian goods for EPUnits and re-sell them to America. 
in But Netherlands Bank action has considerably reduced this kind of 
ve arbitrage. A group of manufacturers in Belgium has formed a committee 
: meanwhile to secure protection against duty-free Dutch competition and 
IS to secure a re-drafting of the basic Benelux agreement, which was first 
art discussed in July, 1950. 
ire 


International Financial News Survey, 1.M.F., 
Washington, October 17, 1952 
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DIGEST BOOK REVIEW 





International Economy, 1850-1950 


BY WILLIAM ASHWORTH 


Most books are written with the 
purpose of advancing the existing 
state of knowledge or of experience 

-* marginal” books, we might call 
them. But a few, and precious they 
are, break new ground or fill in gaps 
in knowledge. 

This book, written by a lecturer 
in economic history at the London 
School of Economics, is of the latter 
variety. It was written by him when 
he discovered that no single volume 
existed which would guide the 
student in his study of international 
economic affairs, a gap that every 
finals candidate for an economic 
degree will know only too well. 
There are short economic histories 
of Europe, long economic histories 
of Britain and the U.S.A., and for 
the rest of the world the student 
tinds himself up against the weari- 
some task of combing dozens of 
constitutional histories in the hope 
of squeezing a few economic tit-bits 
for use in an answer to give it 
* breadth.” 

So Mr. Ashworth’s book is very 
welcome indeed. It contains, by the 
way, short histories of office manage- 
ment, of company law, of social 
security systems, of migration, and 
of international finance, in addition 
to the more easily available history 
of mechanisation, of trade policy 
and of agricultural change. 

Certain roughnesses of style tend 
to spoil this book, in the reviewer's 
diflident opinion, and he hopes that 


in the near future a new edition ma\ 
be possible in which these can be 
smoothed out; the labour will be 
well worth while in order to preserve 
the mass of valuable material that 
the author has gathered together. 
The plan of the book, and the in- 
dexing, are admirable. 

The book concludes with a most 
interesting chapter on “International 
Economic Relations, 1933-50,” from 
which the following paragraphs are 
quoted : — 


Lack of Investment 

“ The almost complete absence of 
new long-term international invest- 
ment during the nineteen-thirties in- 
creased the difficulties of stabilising 
exchange rates. In the past, inter- 
national investment not only contri- 
buted to the growth of the world’s 
productive capacity, but also made 
available a regular addition to the 
supply of foreign exchange beyond 
what was earned in current trade. It 
thus provided a margin for the 
adjustment of international pay- 
ments, and was particularly helpful 
to debdtor countries which needed 
foreign exchange in order to pay 
interest and dividends abroad. 

“When international investment 
ceased, debtors, even though they 
were quite solvent, had some diffi- 
culty in obtaining all the foreign ex- 
change which they needed except by 
increasing their direct exports to 
creditors. This was particularly true 


“A Short History of the International Economy, 1850-1950 ”, 
Longmans Green, London, 18s, 
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INTERNATIONAL ECONOMY, 


, the case of debtors to the U.S.A. 


“The cessation of international 
nvestment removed one of the chief 
instruments by which the course of 
vorld economic development had 
been smoothed. Changes in inter- 
national migration, and general re- 
ductions in the movement of factors 
of production, reinforced the effects 
of this removal. The world economy 
became less unified. 


“ The problems involved in recon- 
-iling imescapable national inter- 
dependence with different national 
economic interests were fundament- 
ally much the same in the nineteen- 


1850-1950 549 
thirties as they had been a decade 
earlier, and were still unsolved.” 


In his last paragraph, the author 
describes the state of the world at 
mid-century as “a persistent and 
general unease.” He has chosen an 
admirable word in “ unease,” for it 
would be too simple, and utterly 
wrong, to choose instead the word 
“ despair.” Unease there is—-but it 
is to be hoped that it turns out to be 
a divine unease, a divine discontent, 


which will be alert to take the 

boundless opportunities that the 

world economy has still to offer. 
—A.B.C. 





New 
Books 


Reviewed 











Housing Costs Today, by J. L. Womers- 
ley, Municipal Journal Ltd., London, 2s. 


This is a collection of articles written 
for the Municipal Journal in mid-1952. 
There is a Foreword by the Rt. Hon. 
Harold Macmillan, M.P., Minister of 
Housing, in which he says that he does 
not agree with all that is written here: 
this is because the series of articles were 
intended as a commentary (at times a 
sharp one) on the Ministerial manual, 
Houses, 1952. The author deals with all 
aspects of housing from the siting of 
‘inks to the layout of estates, in a 
charming and human manner, without 
forgetting the element of cost. The 
impression left on the lay reader is that 
at last the thinking architect is coming 
round to thinking of housing as a part 
of society, and not merely the piling of 
reinforced concrete Pelions on brickwork 
Ossas in order to attain phantom goals 
f 200,000, 300.000, 400.000 houses a 
\ear or whatever the latest target is 


There may be a political point in “getting 
a house up” in a month, but the social 
point is that the house is intended to be 
lived in for a long, long time. The 
author is a “traditionalist”; he prefers 
his housing to look like what we have 
come to expect it to look like for about 
a century. And by the use of well- 
produced plans and photographs, with 
which this booklet is liberally illustrated. 
he makes his point. 


Measurement of Productivity Work 
Engineers, Gee & Co., London, 5s. 
That the economic future of most 


European countries depends on some- 
thing which is usually called “ better 
productivity ” is one of those wearying 
commonplaces that butters no parsnips at 
all now. Even if we were sure what we 
meant by “ productivity’, there are no 
definitive ways of measurirg it, and the 
usual market value measurements leave 
much to be desired. This booklet con- 
centrates on the most measurable of the 
many functions that enter into produc- 
tivity—the study of work. which includes 
time and motion study, methods study 
and job evaluation. It makes many in- 
teresting suggestions as to how a course 
of work study training might be organ- 
ised. and the terminology (at present a 
morass of doubtful meanings) perfected. 











New Design for the Wheat Agreement 


fhe Food and Agricultural Organisation recommends a new formula, 
dual price system, and bigger buffer stocks 


PHE main purpose of the Inter- 
national Wheat Agreement ts to pre- 
vent—or at least to moderate—the 
instability in the income of pro- 
ducers and consumers which ts nor- 
mally associated with the operation 
of a free market, without, however, 
thereby rendering the allocative 
functions of the market mechanism 
inoperative. 

It is weil known that the main 
objection to the use of the price 
mechanism as a_ regulator = of 
economic activity is based on the 
fact that the changes in prices that 
are necessary to bring about a cer- 
tain adjustment in the balance of 
supply and demand also imply a 
transfer of income between buyers 
and sellers, the magnitude of which 
is directly proportionate to the price 
change. These shifts in income can- 
not be considered a necessary part 
of the adjustment in the relations 
between supply and demand; they 
are an undesirable by-product of the 
use of the price mechanism as a 
inarket adjuster. 

The efficiency of the price mech- 
anism as a regulator of demand 
supply relations depends entirely on 
the responsiveness of the market 
demand and supply with respect to 
price changes and the time lags in- 
volved for such responses to take 
place. When these responses (the so- 


cailed elasticities) are large and 
occur fairly promptly, relatively 
large adjustments in the balance of 


production and consumption can be 
secured with proportionately sma! 
changes in price; hence, the disturb- 
ance in income distribution, and 
thus in the general economic and 
social relations (both within and 
between different countries) is rela 
tively small. 

In the case of primary commod: 
ties, however, past experience ha 
snown that these elasticities are rela 
tively smail and/or the responses are 
slow, hence small marginal adjust 
ments in the balance of productio: 
and consumption were associated 
with large fluctuations in prices. 
Arbitrary Prices 

The Wheat Agreement concluded 
in 1949 fixed maximum and mini 
mum prices rather arbitrarily and 
without the introduction of any 
detinite principle for the determina 
tion of prices. That participating 
countries nevertheless succeeded in 
coming to an agreement may have 
been chiefly due to the peculiar cir- 
cumstances of the time when the 
Agreement was concluded. 

Wheat prices had been steadily 
falling since the post-war peaks 
reached in late 1947 and early 1948 
and since the general economic 
situation in leading industrial coun 
tries showed symptoms of a growing 
economic recession in the course of 
1949, there was a genera! expecta 
tron on both sides that prices oi 
primary products wou!'d continue to 


From A Reconsideration of the Economics of the International Wheat Agreement 
F.A.O. Rome, September 1952 
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NEW 
Under these conditions, expor- 
rs were willing to agree to a maxi- 
‘mM price appreciably beiow the 
rces then prevailing and also to a 
imum price that was to de lower 
each subsequent year of opera- 
nm of the Agreement. 
Ihe willingness of importing 
untries to conclude an agreement 
be attributed to the fact that 
Agreement offered the certain 
spect of paying less for wheat 
in the prices prevailing until then; 
ey were thus merely confronted 
th the choice between the prospect 
an uncertain gain of unknown 
mensions or a limited, but certain, 


a 
aihd. 


Since the outbreak of the Korean 
‘ar, however, a general inflationary 
novement in prices has set in and 

prices of wheat, though they 

‘ve risen far less than prices of 
1ost other primary products. have 
een consistently above the maxi- 
ium price laid down in the Agree- 
ment. This experience does not 
iugur well for the prospects of re- 
‘wing the Agreement unless the 
‘w afrangement embodies some 

esh principle of price fixing which, 

sether with the assurance of 
eater stability, wou!d also give 
me assurance to producers that 
ver longer periods they will not 
ire badly, and tHat the contract 
prices under the Agreement will not 

significantly different--in an 
verage of good years and bad 
rom the prices they would have 
‘ytained in the absence of an agree- 
nent. 


Vow Price Formula 
It is recommended that when the 
\zgreement comes up for re-negotia- 
in, the contracting parties consider 
he following proposals : — 
(1) The Agreement should incor- 
rate a formula by which minimum 


Wo DESIGN FOR THE 


WHEAT AGREEMENT 55] 
and maximum prices are automatic- 
ally changed by some fraction of the 
diilference between prices paid on 
non-guaranteed transactions and the 
mean price laid down tn the Agree- 
ment for the previous year. By 
means of this adjustment mean 
prices laid down in the Agreement 
would tend io be equal, over a 
period of years. to the moving 
average of market prices. In_ this 
connection it is recommended that 
in the interests of preserving the 
value of the Agreement as a stabilis- 
ing instrument the fraction used for 
the adiustment should be relativels 
small and ithe margin between mini- 
mum and maximum prices should 
be narrowed. 
Dua! Pricing 

(11) The Agreement should incor- 
porate a dual-pricing system under 
which the difference in price, if any, 
between the prices received (or paid) 
in the case of guaranteed trans- 
actions, and the prices received (or 
paid) in transactions outside the 
Agreement, are directly reflected in 
the manner of payment to producers 
and in the manner of charges to 
consumers. 


Buffer Stocks 


(ii) In addition, — participating 
countries could contribute to the 
eilicient operation of the world 


wheat market and the effective im- 
plementation of the Agreement if 
they maintained — publicly-owned 
stocks above the levels required by 
normal periods of turnover and 
operated them so as to prevent un- 
due fluctuations in market prices in 
either direction. 

Proposals to this effect were em- 
bodied in the original draft of the 
Wheat Agreement (Article 1X of the 
draft), which provided that export- 
ing and importing countries both 








5) 
tn 
to 


operate special  price-stabilisation 
reserves (up to 10 per cent of their 
respective guaranteed quantities) to 
be utilised whenever the free market 
price rose above the maximum price 
in the Agreement, and to be accu- 
mulated whenever it fell below the 
minimum price. Though the assump- 
tion of such formal obligations by 
all participating countries did not 
prove acceptable, it would be desir- 
able to incorporate rather less rigid 
arrangements in a new agreement to 
the effect that publiciy-owned stocks, 
which are in any case carried by the 
government of major exporting and 





ECONOMIC. DIGEST 


should be 
operated so as to alleviate scarcities 
in times of high prices and to 
moderate the pressure of excess 
supplies in times of low prices. 


importing countries, 


This would involve an obligation 
on the exporting countries to release 
stocks in the face of an upward 
movement in prices when the price: 
themselves are above the maximum 
price; and a similar obligation or 
major importers to accumulate 
stocks in the face of falling price: 
when these are below the agreed 
miainum., 


Wrong Items Restricted in E.-W. Trade 


Current economic trends in both 
Western Europe and in the Com- 
munist countries suggest that the 
long-term economic basis for East- 
West trade is shifting in ways which 
will strengthen the economic and 
political bargaining power of the 
East. With the continuing indus- 
trialisation of Eastern Europe and 
the Soviet Union, trade with the 
West is becoming increasingly a 
marginal item in their economic cal- 
culations. 

Machinery and equipment is be- 
coming less urgent for them than it 
was in the years of reconstruction 
immediately following the war. It 
seems probable that they will en- 
deavour to make themselves as little 
dependent as possible on the West 
for goods of this kind. 

On the other hand, the problem of 
ample supplies of food and raw 
materials for Western Europe is 
likely to remain a serious economic 
problem for many years ahead. 
Such considerations should lead us 


to look again very objectively at the 
export licensing policy we pursue 
with regard to trade with the East 

I know of no good evidence which 
suggests that the export licensing 
policy of the West has seriously in- 
terfered with the industrialisation 
schemes of the East. On the con- 
trary, the denial of equipment to 
them has served to intensify the 
programmes of investment in indus- 
trial capacity, at the expense of con- 
sumption standards, and has thereby 
lost us market after market for the 
kinds of goods traditionally supplied 
by the West. 

From a political point of view, the 
wrong items have been restricted. 
After all, is it better for us to send 
so-called strategic machinery, and 
receive in return equally strategic 
grain and timber, than encourage 
them to build up the industrial 
capacity io produce such machinery 
and, perhaps, armaments if neces- 
sary, while receiving little or no food 
and raw materials in return? 


David Wightman, Letter to the Financial Times, London, October 28, 1952 
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Productivity of the Office Worker 


BY H. A. SIMPSON AND H. H. Norcross 


The method of increasing productivity per worker by improving his 
machinery, tools and movements has been applied to the factory floor: is 
it not time similar methods were considered for the office floor, too? 


DURING the last two years we have 
ieard a great deal about the produc- 
uvity of the factory worker. Modern 
factory administration uses produc- 
tion control schemes, standards and 
neentives to produce articles. 
\fodern office management must use 
the same tools to produce figures. 
fhe workers in the factory soon 
realise whether the offices are effi- 
cient or not, and an efficient office 
plays an important part in raising 
the efficiency of the factory. 

It is only recently that standards 
have been applied in the office to 
determine of what a_ reasonable 
day’s work consists for the various 
office-workers. 


Waiting for the Boss 


Let us begin with the office 
manager. One of the outstanding 


losses of production in offices is the 
time lost in waiting for the boss, so 
the office boss must set out a pro- 
esramme for himself — arranging a 
definite time to see each departmen- 
tal chief, for instance. From. this 
time-table, the sectional chiefs will 
be enabled to keep a similar pro- 
vramme in front of them, and in 
turn require from their staffs a 
record of their daily, weekly and 
monthly duties. 

The office manager should receive 
from each department a report on 


From “ Productivity of the Office 


Vechanisation "’, 


Worker”, by H. A. 
by H. H. Norcross, papers read to Summer School of Institute of 


the daily output of document- 
handling. In this way the flow of 
documents can be controlled, and 
such peak-loads as those caused by 
monthly returns can be spread over 
the period in such a way as to 
smooth out the flow. 


Setting Standards 


Set standards similar to those eal- 
culated for factory work can be 
made for office work, by time and 
motion study and other analyses. 
Standard forms of typing. machine 
accounting, punched-card operating. 
payroll calculation, and costing have 
all been subjected to study methods, 
and standard rates of work 
evaluated. 

The use of these yardsticks is all 
the more important in the modern 
Organisation, since business execu- 
tives have realised the need for cost 
accounting, resulting in increased 
staffs and the acquisition of expen- 
sive office machinery. In many cases, 
the considerable rise in office costs 
has not been justified by the results 


achieved. because the new office 
departments have not been _ inte- 


grated, but merely superimposed on 
the old organisation of the office. 

Some of the times which have 
been achieved by a better-planned 
office system have been : — 


Simpson, and “ Office 


Cost and Works Accountants, Cambridge, September 23 and 24, 1952 








ECONOMIC 


1) engineering works pay-roll com- 
pieted within half-an-hour of the 


end of the working week; 
figures in four hours after 


the end of the working Week: 


DO) cast 


fit and loss account 
financial 
after 


(c) product pro 
ntegrated with the 
accounts on the first day 
the end of the month. 

Work 


Cost of Clerical 


A number of companies have cal- 
culated the cost of making up a pay- 
roll and paying out the wages, as a 
paid out. The 
per employee varied from 
minutes, some of 
ations being due to different 

The average time taken in 
npanies was just under 4 


‘ ; : ! : 
rare Der empiovee 
i I . 


7.6 minutes to 1.8 
the var 


me thods 


the clerical worker 

» paid about 3s. 6d. an hour, to pay 
ut 1.000 men nearly £12 
clerical work alone, part of 
calculation of income 
firms, this cost will 
be higher per man. as the use of 
calculating machinery. punch-clocks, 
etc., is not worth the initial cost plus 


repair and replacement.) 


(Assuming th it 


+ 


COSIS a 
4 » >} 
WOOK 
which is the 


tax. In smaller 


Other companies have calculated 
the time taken to handle a custo- 
ete order in the office. including 

ealing with queries and other cor- 
inns Si ancillary to the actual 
order and invoice. One firm found 


mat by took over 30 minutes per 
order; by introducing better methods 
the company reduced this time to 
22.37 minutes. (Even at this best 
rate, to handle 4.0060 orders a month 

which was the actual “ turnover ” 
of the company concerned —casts 


£250 in clerical work at 3s. 6d. an 


hour.) 
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Office 


One of the methods of increasi 


Vechanisinge the 


productivity is to increase tl 
eapital-labour ratio, and there is 
very strong case for mechanising th. 
ollice to attain better efficiency. But 
it is not the only method. As Georg 
¥ anderbilt of Standard Oil has said 

“improper mechanisation cal 
usually be traced to one of the fol 
lowing causes—-keeping up with th 
Which is as vicious in bus 
ness as in personal affairs: fascina 
tion of the action and = apparent 
smoothness of the machine whe: 
demonstrated: or failure to mak 
suilicient tests of the machinery 
the actual conditions of office-work 
to Which it will apply.” 


Joneses. 


Often a blind assumption ts mad 
inat any mechanised method 1 
always more efficient than a manual 
method. The work done by most 
machines can be done by hand, and 
therefore it is always necessary to 
use the hand-method as a yardstick 
When considering the necessity to 
mechanise a particular process, re- 


search ts often stimulated into im- 
proving the manual method, and 
there have arisen a number. of 


specialised handwritten techniques 
which, combined with simple, inex- 
pensive machines like manual add- 
ing machines can result in methods 
superior to advanced forms of 
mechanisation. 


Careful investigation of — these 
methods may be well worth while. 
even where it does no more than 


confirm that an advanced type of 

chanisation ts the best for the job 
The means decided upon to obtain 
greater efficiency may involve more 
mechanisation, 
or even replacement of mechanisa- 
tron by handwritten methods. 


less 





mechanisation. 
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Cost of Having a Sweet Tooth 


the post-war years, the average 
enditure per head on sugar (beet. 
>and non-centrifugal sugars like 
in gur) in 59 countries of the 
id amounted to $4.62, or about 
per cent of total income. The 
centage of income spent on sugar 
in reverse proportion to total 
ome —Engel’s Law in action. 


Taking all countries together. 
ce elasticity is greater than in- 
ne elasticity; in other words, 
mand drops more with higher 
ces, than demand increases with 
ther incomes. Thus, a 10 per cent 
flerence in the price of sugar ts 
associated with a 6.6 per cent change 

consumption (an elasticity of plus 
r minus 0.9), whereas a 10 per cent 
filerence in income is associated 
vith a rather smaller change in con- 
sumption. 


The higher the level of incomes in 

given country, the less the income 
elasticity. of demand for sugar. In 
the advanced countries, the elasticity 

very small indeed: in these coun- 
ries, Sugar has long moved right out 
f the “luxury ” class. 


An analysis of income and expen- 
ture on sugar in different countries 
ads to the conciusion that. in 
periods of surplus, price reduction 
fers no solution to the problem of 
naintaining producers’ income. Pro- 
lucers’ income is bound to decline 
irastically 
luced eithe 


unless supplies are re- 
by buffer stock pur- 
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chases, by national measures, or b) 
export quotas. But a reduction in 
taxes on sugar could bring about a 
relatively speedy increase 
sumption, it thought, 
most countries taxes constitute from 


1S to SO per cent of the retail price 


In CONn- 


because in 


Increased consumption could be 
encouraged in the under-developed 
countries, where the highest income 
elasticity and price elasticity exist 
But here any amelioration of con- 
sumption generally must await 


genera! economic developments. 





WORLD CONSUMPTION OF 
SUGAR Ke. PER HEAD 


Pre-war 195] 
Europe 43 75.3 
N. America 46.7 46.9 
C. & S. America we 76.4 
Near East 63 10.2 
Africa fee 12.8 
Asia §5 44 
Oceania $0.7 bd pe, 
Total 16.2 17.4 





Votes: Sweetest teeth are in Aus- 
tralia and New Zealand; Asia’s con- 
sumption is failing to keep pace with 
population increase: Latin America 
and Africa have greatly increased 
the:r sugar standard of living. 


Sugar, Food and Aericultural Organisation of the 


U.N., Rome, September 1952 











Narrowing of Wage-Differentials 


BY H. A. TURNER (MANCHESTER UNIVERSITY) 


In Britain (and elsewhere) the premiums for skill in an industry, and 1! 


premiums for grade between industries, are decreasing. 


This article trace 


one of the causes to the trade unions’ internal politics 


A REMARKABLE feature of the British 
wage situation since 1939 has been 

as the language of industrial 
negotiations has it-——‘‘ the narrowing 
of differentials.” In 1951, the differ- 
ence between average earnings in the 
lowest- and highest-paid industries 
was much smaller proportionately 
than in 1938. Over the same period 
the wages of women and juveniles 
have greatly improved in relation to 
those of adult men. The economic 


advantage of non-manual over 
manual workers has in general 
diminished and in some instances 
disappeared. 


In individual industries, relative 
differences in pay between workers 
of different grades have dwindled 
and local variations in wage-rates 
narrowed. From whatever viewpoint 
it is considered, the wage-structure 
seems, in a Britain of full employ- 
ment and rising wages, to have been 
under some powerful compression. 

There are several explanations of 
this trend. 


1. The most obvious concerns 
the different incidence of unemploy- 
ment on various classes of workers. 
In the inter-war period, unemploy- 
ment Was greater among unskilled 
than among skilled workers, and 
differentials widened. The narrow- 


From “ Trade Unions. 


ing since the Second World War re 
flects the strengthening of the lower. 
paid workers’ bargaining position by 
prosperity and a high demand for 
labour. But this explanation | 
doubtful -the demand for skilled 
workers is also very great. 

2. There is the effect of technica! 
development: the narrowing trend 
reflects changes in technique which 
reduce the standard of skill required 
But again, whether technical pro- 
gress narrows the range of skill is 
doubtful; it can create new and 
superior skills. The narrowing of 
differentials is as marked in trade 
Where technique has remained 
relatively unchanged notably in 
building. 


3. The impact of greater social 
democracy is sometimes adduced, as 
is the widening of educational 
opportunity. These might account 
for the decline in the advaniage of 
non-manual over manual workers. 
but they would explain nothing of 
the narrowing of differentials among 
manual workers themselves. 

None of these explanations are 
complete. 


Flat-Rate Increases 
Though both flat-rate and percen- 


Differentials and the Levelling of Wages", 
Manchester School, September 1952 
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increases meet the big unions’ 
re to negotiate and enforce 
ple ~=standard increases (that 
sear equitable to the workers and 
vd disturbances of existing wage 
‘ations), rather than elaborate re- 
istmenis of differentials and 
rying increases for the different 
ades of their membership, never- 
eless the unions have generally 
sucht flat-rate increases. [his has 
en for a variety of reasons. 
Some unions have done so_be- 
use the balance of power of their 
mbership lay with the less skilled 
irkers, others because of constitu- 
‘nal procedure which has offset the 
Killed workers’ interest in percent- 
‘¢ claims. But much the most 
mportant reason for the prevalence 
f flat-rate demands is the effect of 
ihe unions’ expansionist aims and of 
nier-union competition for mem- 
bers. Unions generally grow down- 
vards from the skilled to the semi- 
Killed and unskilled workers. With 
nost skilled men already held by 
tradition, “craft” allegiance, etc., 
and with these skilled men acquies- 
flat-rate wage movements 
ym fear of undercutting if cash 
liierentials widen, unions have 
idopted the form of wage demand 
inost likely to attract and hold mem- 


Dors. 


nS {© 


There is a small but important 
eroup of industries which are excep- 
tions to the general trend, i.e., coal- 
hace workers, senior process workers 

heavy steel, and mule spinners in 

ytton. In these the organisation of 
inions and of labour recruitment is 
vertical” rather than “ horizontal,” 
e.. the unions do not operate in 
more than one industry and_ the 
hetter-paid members are themselves 
recruited from the less skilled. In 
these exceptional industries relative 


lifferentials have been maintained 


'AGE-DIFFERENTIALS 
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by one or both of two methods. The 
first is the percentage principle of 
wage advances. The second, more 
complex, consists in the payment of 
the senior workers by piece and the 
junior by time rates. 

Apart from these exceptions, how- 
ever, the forms of union organisa- 
tion in most industries and the s\s- 
tem of labour recruitment they sup- 
port, make for wage policies which 
hasten the “narrowing of differen- 
tials.” But to that trend a final factor 
contributes—-the steady elimination 
of minor differentials which obstruct 
union solidarity (by perpetuating 
sectional distinctions between their 
members and by encouraging “ de- 
marcation ” disputes) and which are 
the product of unconnected bargains 
of the past: this is a gradual process, 
because the union leaders must 
always avoid provoking a_ break- 
away of those who benefit from the 
differentials, but it has been facili- 
tated by the reduction in the relative 
value of ail ditferentials which 
general flat-rate increases in wages 
themselves involve. The greater 
equality of wages seems to be an 
implicit result of the organisat’on of 
workers themseives, and, further- 
more, seems characteristic of most 
developed economies of the Western 
type. 


Mass Bargaining 


The final effect of mass unionism 
and comprehensive collective bar- 
gaining is to press the whole system 
of wage-relations imto a mould 
which has been cast by a logic of its 
own and has been reinforced by 
convention. This has two conse- 
quences: 

1. Asa result of the interplay of 
forces in the present structure of 
trades unionism, collective bargain- 
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ing, etc., the relations between differ- 
ent Wages are increasingly rigid, and 
a comprehensive wage policy of an 
implicit kind seems a logical out- 
come of unionism’s further develop- 
ment. Any raising of the level of 
collective bargaining from the indus- 
irial to the national level must 
inevitably broaden the working of 
those factors which now shape in- 


dustrial wage-relations. And, as 
comparative study of — recent 
“national wage-policies ” in both 


West and East suggests, the task 
which any far-reaching national 
wage-planning has to face is that of 
either finding a means to accom- 
modate itself to the forces at work 
in industry’s present system of col!- 
lective organisation, or reconstruct- 
ing that system wholesale. 


2. Economic wage-theory is at 
present so unsatisfactory mainly be- 
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cause much of it is based on con- 
cepts derived from a situation now 
obsolete, at least in Britain. That 
situation was one predominantly of 
individual bargaining, on which 
many scattered and = unconnected 
group bargains were superimposed 
Hence theory’s several attempts to 
adapt its first formulations by other 
concepts derived from the analytical 
study of business monopoly—* im- 
perfect competition,” “ monopolistic 
bargaining,” and so forth. What are 
not commonly recognised are the 
distinctive forms imposed on_ the 
wage-system by mass unionism and 
widely-based, comprehensive nego- 
tiations. The tendency of these |: 
first to crystallise the wage-relativi- 
ties inherited from the preceding era 


and then to modify them by their | 


own logic. which is more that of 
political forms than of the market 
place. 
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Despite import restrictions, imports into 
SOUTH AFRICA are at the rate of £445 
million a year instead of £460 million a 
year for the equivalent period of 1951}. 
Exports are declining more heavily. Tex- 
tile imports dropped most. while imports 
of metals and machinery have risen 
steeply, as have books, paper and 
stationery. Biggest export decline is in 
farming products. 


Nine-tenths of enterprise in SWEDEN 
's In private hands still. Public ownership 
is chiefly in railways, buses and power 
production. In industry, the State holds 
about 38 per cent of the capital invested 
in iron mining, but 'n other industrial and 
agricultural fields, the public holdings are 
very small. 





The popularity of synthetic detergents 
is affecting the economy of INDONESIA 
The soap factories of the West are using 
less palm-oil, and the export price has 
dropped by 25 per cent. 


Normally a net exporter of wheat, in 
PAKISTAN last year the wheat crop 
failed. She is therefore having to import 
355,000 tons, of which 100.000 tons i 
coming from Turkey, 40,000 tons fron 
India, 15,000 tons from Syria — anc 
150,000 tons from Russia, who are bar 
tering the wheat for 22.000 tons of jute 
and 13,000 tons of cotton. The ensuing 
cost of the wheat to Pakistan will bk<« 
slightly higher than the ration price, and 
therefore subsidies will te necessary. 


CEYLON is buying rice from China 
and there are rumours of an agreement 
to sell rubber in return. There are com 
plications, in that rubber is a strateg 
commodity, and may of course be used 
in the Korean War against United 
Nations troops. Some 3.600 tons of rub 
ber have already been shipped from 
Colomto recently. 
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Despite war in VIET NAM, her ex- 
ts in the first half of 1952 exceeded 
se in the first half of 1951 by 142 
cent. Rubber accounted for half of 
exports. 


FINLAND has paid off her repara- 
ns bill to Russia on time. In 1944 

promised deliveries to the value of 
() million within eight years; this sum 
; later reduced to $226.5 million. But 
king the present value of the goods 
to account, her actual payment was 
rth more like $570 million. Now free, 
viand intends to invest more, export 
re, and industrialise more. 


For Reference... 


Irems in this Section are hept for one 
ear at the offices of Economic Digest. 
fhey are available to members of the 


onomic Research Council and readers 
I 


arrangement. Picase write, citing 
ference number of items given in 
vackets, to 18 South Street, London, 


HT, or telephone GROsvenor 4581. 


PURCHASE TAX: A Means of Revenue 
ind an Instrument of Policy. Midland 
Bank Review, London. November, 1952. 
\ history of the British tax, and the con- 
clusion that despite the obvious anoma- 
lies it is here, like tncome tax, to stay 
191) 


COUNCIL HOUSES: Local Authority 
House Purchase Schemes. Local Govern- 
ment Finance, London. November, 1952. 
Survey of the. working of the system 
winder which local councils help indi- 
viduals to buy their own homes (192). 


SCOTLAND: Business Conditions in 
Scotland. Midland Bank Review, Lon- 
Jon, Novemter, 1952 (193). 


( ANADA’S ROAD: Highways. Com- 
nercial Letter, Canadian Bank of Com- 
nerce, Toronto, September, 1952. There 


The economy of the LEBANON is 
precarious. She has about 1,300,000 
people, more than the land can support 
-there is no great export crop, little 
industry. Lebanon lives by commerce. 
earning transit fees, profits from gold 
arbitrage, tourist income, and remittances 
from Lebanese merchants in Africa. Not 
least of her sources of income is from 
narcotic smuggling. 


Sources include: Dawn, Karachi; Stan- 
dard Bank of South Africa, Cape Town; 
Swedish - International Press Bureau, 
Stockholm; Foreign Crops and Markets. 
Washington; Ceylon Observer, Colombo; 
Financial Times, London. 


is one vehicle for every five persons in 
Canada; the trucking industry is a $160 
million-a-year business. Highway con- 
struction is not keeping pace (194). 


BRITAIN’S MOTORS: Finanical Times 
Survey of the Motor Industry and its 
Suppliers, October 20, 1952. Thirty-two 
page supplement on an industry at the 
cross-roads (195). 


FARMING IN THE EAST: Agricul- 
tural Production in South and South-East 
Asia. Reserve Bank of India Bulletin, 
Bombay. Septemter. 1952. Although 
aggregate food production is 4 per cent 
higher than in 1938, production per head 
of population is 12 per cent less This 
article contains full tables of production 
and prices, including an interesting com- 
parison of food production in terms of 
“rice units” (196). 


ALBERTA OIL: O8 in Alberta Offers 
Opportunity to U.K. Exporters. Board 
of Trade Journal, London. Cctober 18. 
1952. History of the oil-fields, and future 
of the industry (197). 


MEXICO: Annual Report of the Banco 
de Mexico, 1952. A thoroughly profes- 
sional survey of the economy. which 
shows that it is expanding at the rate of 
about 6 per cent per annum, but that this 
is lower than increases in previous years 
(198). 
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For Reference, continued——- FATS AND OILS: FAO Commod 
Report No. 4, Rome, October, 19 
WrLFARE STATES: Social Expendi- Facts and figures of production, tra 
ture im the Scandinavian Countries. and stocks, and the outlook for vegetab 
Quarterly Review, Skandinaviska Banken, — oil markets (200). 
Stockholm, October, 1952. This article by RICE: The Cultivation of Rice in Egy; 
Gustaf Holmstedt, of the Social! Welfare Journal of the Anglo-Egyptian Chamb 
Board of Sweden, shows that welfare of Commerce, London, September, 195 
costs are running at about 10 per cent The post-war export of rice has become 
x the national incomes in the four one of Egvpt’s most important foreig 
scandinavian countries (199). currency earners (201). 





Also Worth Reading 


a 








Sheets in the Wind, Economist, London, September 20, 1952. Survey of Britain’s | 
laundry industry—2.250 laundries employing 142,000 workers, mainly womer 
The future looks dark, with competition from easy-to-use home detergents, th 
‘laundrettes ” and the washing machine. 

Dutch Lessons for British Chancellors, Economist, London, September 13, 1952 
How Holland got out of the red since August 1951: speedy adjustment o 
financial and fiscal policies to meet external change. 

Coming Demise of a Ministry? Economist, London, October 18, 1982. The Minist 
of Food ts a department without a policy now; cutting the subsidies and prc 
gressive derationing have left it foundering. This article gives a clear pictur 


of the subsidies left in force. and points out that removal of subsidies by stage nt 
would amount to only I]d. more on cach person’s weekly food bill. ‘ 
Die Erste Bilanz der Franzésischen Sozialversicherung, by JEAN GUITON (First A 


Balance-Sheet of the French Social Security System), Europa Archiv, Frankfiiri 
September 5, 1952. A succinct survey of the wide-ranging system of socta 
subsidies and benefits, by a Professor of the University of Paris (in German). 
Oil and the Sterling Area, Petroleum Press Service, London, November, 1952. Th 
Commonwealth consumes 30 million tons of oil a year, but produces only 
9 million tons. Ol is the biggest doilar item in the Area, but since 1950 a: 


arrangement has been made whereby dollar oil ts paid for in sterling, the B 
supplying Companies being entitled to draw dollars later equivalent to the rea 
‘dollar content” of production; these dollars moreover are mostly spent with: 
the Sterling Area anyway. 
Consemption of Raw Materials in the United Kingdom: 1851-1950. by C. 1 
Saunpers, Journal of the Royal Statistical Seciety, London, Vol. CXV, Part Il 
1952. This paper sets out a wav of measuring the growth of manufacturin 
industry by measuring the consumption of the principal raw materials. [ft ts noi 
imed that this will te an adequate measure, but will indicate changes in th 
rate of exnansion. The trend of consumption of the chief metals, and of the 
more important textiles, certainly tells a clear story. 
lothing Statistics, by J. R. WEATHERBURN, Journal of the Royal Statistical Secie B 
London, Vol. CXV, Part Tl, 1982. The latest in the series of source-articles on 
neciaj fields, with a skeleton of the post-war figures of personal expenditure o B 
clething, and deliveries of cloth to the makers, R 
r 


Monsard Items (Commons Reports): Government Policv on fron and Steel Indusiry 
October 23, 1982, Cols. 1282-1410. continued into October 24. Fish, Fruit and 
Veeetsble D'stribution in U.K. October 24. Col. 1540. Development Area 
Neleorn, Colne area. October 29, Coal, 1939. 
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